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Symbolizing the growth of 
Gulf’s minerals activity is this 
giant dragline at the McKinley 
coal mine in New Mexico. Ex- 
pansion of the McKinley mine 
helped lift Gulf’s coal profits to 
a record level in 1978. 


Form 10-K Information 


Copies of the Company’s An- 
nual Report on Form 10-K, 
which will be filed with the 
Securities and Exchange Com- 
mission, will be available with- 
out charge upon request to: 
Vice President and Comp- 
troller, Gulf Oil Corporation, 
P.O. Box 1166, Pittsburgh, 
Pennsylvania 15230. 
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TO GULF’S SHAREHOLDERS 


The year 1978 was characterized by a 
steady improvement in our business 
environment, and we ended the year 
with the strongest fourth quarter in 
our history. 

For the full year, earnings increased 
5.2 percent to $791 million, or $4.06 
per share, from $752 million, or $3.86 
per share, in 1977. 

While modest, the improvement 
was attributable to solid gains in sev- 
eral key areas of operations, particu- 
larly United States petroleum and 
minerals, both of which posted record 
earnings. In addition, we benefited 
from our decision earlier in the year 
to tighten our belt and hold expendi- 
tures in line with cash flow. 

This effort was a tribute to the more 
than 58,000 Gulf employees through- 
out the world whose continued dedi- 
cation and productivity are the under- 
lying strengths of our Company. The 
creation a year ago of the four-mem- 
ber Corporate Senior Executive also 
allowed us to manage our business 
more effectively by bringing into 
Gulf’s top leadership the additional 
financial, administrative and technical 
expertise of our two executive vice 
presidents, Harold H. Hammer and 
Edward B. Walker, III. 

Still, we recognize that 1978’s per- 
formance was not sufficient to offset 
the growth of inflation during the year, 
nor to lift our return on investment 
to satisfactory levels. Our return on 
average shareholders’ equity of 10.5 
percent was unchanged from 1977, 
while our return on average employed 
capital slipped to 8.7 percent from 8.9 
percent. It is apparent, therefore, that 
1978 can be viewed as a success only 
if it proves to be the first step in a 
program of sustained growth. 

We are confident that it can be. 
Over the past five years, we have built 
a firm foundation for future growth 
through the investment of $10 billion 
in capital and exploration projects. 
Nearly 70 percent of these funds have 
been spent within the U.S. But be- 
cause of the number of years required 
to bring major energy projects into 
production, nearly $2 billion, or 18 
percent of our total employed capital 
at the end of 1978, was invested in 
projects not yet generating revenue. 
These include exploratory leases in 


the U.S., new oil fields in the North 
Sea, a refinery project in Wales 
and the expansion of our U.S. coal 
and uranium mines—projects which 
should be significant contributors to 
earnings in the years to come. 

Gulf continued a heavy capital and 
exploration program during 1978. Al- 
though expenditures were reduced by 
29 percent to $2.1 billion from the 
record $3 billion spent in 1977, the 
difference was largely attributable to 
the acquisition a year ago of Kewanee 
Industries, Inc. and 12 highly promis- 
ing leases in the Gulf of Mexico. Even 
with a reduction in spending for oil 
and gas operations within the U.S., 
our energy-related expenditures in 
1978 remained among the highest in 
the industry. 

This year, we again expect capital 
and exploration expenditures to ex- 
ceed $2 billion. Increased funding will 
be required to support an octane-im- 
provement program at our U.S. refin- 
eries and to further develop our North 
Sea fields. While we again have bud- 
geted a reduction in U.S. explora- 
tion and production activity in 1979, 
this will be revised upward if cash 
flow improves. We still believe that 
there are attractive drilling opportuni- 
ties within the U.S., and we will con- 
tinue to pursue them to the extent 
that our internal financing capability 
permits. 

We intend to maintain our strong 
financial position and reserve our sub- 
stantial borrowing capacity for op- 
portunities that hold the prospect for 
more immediate returns. The acquisi- 
tion of producing properties, such as 
Kewanee, is an option open to us. 

The possibility of raising invest- 
ment funds by divesting certain low- 
return assets is also under review. 
During 1978, Gulf made substantial 
progress in selling its real estate busi- 
ness. There are other marginal ele- 
ments of our business which no longer 
fit our Corporate strategy but which 
may offer attractive opportunities to 
others. 

We view the future with optimism, 
but we also take note of a number of 
uncertainties that cloud our near-term 
outlook. These include the continued 
disruption of oil supplies in Iran, 
compliance with Washington’s wage- 
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price guidelines, the regulatory cli- 
mate under which we must operate 
and the litigation which still sur- 
rounds our General Atomic Company 
partnership and its uranium contracts. 

While we recognize that the govern- 
ment has become our not-so-silent 
partner in the energy business, we are 
troubled by the pervasive growth of 
regulations affecting every facet of our 
operations. The rules are complex, 
confusing and often contradictory. In- 


3 
Pee 
wea 
onan 
~ ¥ 


The Corporate Senior Executive: Harold H. Hammer, James E. Lee, Jerry McAfee and 


Edward B. Walker, Il. 


terpretation is frequently retroactive, 
and conformance has become a guess- 
ing game. Thus, sound and legal busi- 
ness decisions made today may sub- 
ject us to severe penalties and public 
criticism in the future. Nevertheless, 
we will continue to exercise our re- 
sponsibility to our shareholders and to 
the country by making the timely de- 
cisions demanded for the production 
of energy. Gulf is currently involved 
with the Department of Energy in 
several such matters which are dis- 
cussed more fully in Note 19 on page 
40 of this report. 

Finally, in the area of uranium liti- 
gation, there have been several en- 
couraging developments within the 
past year. Most significant, in January 
1979, General Atomic achieved the 
basis for an equitable out-of-court set- 
tlement with Ranchers/HNG, one of 
its uranium suppliers. Also, in the 
lawsuit with United Nuclear Corpora- 
tion, General Atomic’s principal ura- 
nium supplier, a lower court’s default 
judgment was appealed to the New 


Mexico Supreme Court—which is 
scheduled to hear the issue this spring 
—and separately, federal arbitration 
procedures were begun in San Diego. 

All of the uranium litigation is 
likely to take years to resolve. In 
the meantime, Gulf has agreed to 
use its best efforts to supply, from 
its Own mines, a 3.2-million-pound 
uranium shortfall facing General 
Atomic through 1980. The first de- 
liveries under this agreement were 
made in late 1978. For a full discus- 
sion of General Atomic and uranium 
matters, see Notes 5 and 6 beginning 
on page 32. 

A tragic fire and explosion, in 
which 50 lives were lost, including 
those of seven Gulf employees, oc- 
curred in January 1979 on board a 
French tanker at Gulf’s Bantry Bay 
terminal in Ireland. The Board and 
management have expressed their 
heartfelt sympathies to the families 
involved. The cause of the disaster is 
under investigation. 

We would like to take this oppor- 
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tunity to express our appreciation to 
Charles M. Beeghly, retired chairman 
and chief executive of Jones & Laugh- 
lin Steel Corporation, who _ has 
reached the mandatory retirement age 
of 70 and is stepping down from our 
Board of Directors in April after 10 
years of dedicated service. 

The progress of the past year was 
accompanied by the fifth increase in 
annual dividend payments in as many 
years. The dividend rate of $1.90 per 
share was three percent higher than 
the $1.85 per share paid in 1977 and 
27 percent higher than the $1.50 per 
share paid on similar per-share earn- 
ings in 1973. 

Aided by the continued support of 
our employees and the goodwill of 
our customers, we believe that Gulf 
will continue to grow and contribute 
to the nation’s energy needs and the 
well-being of our shareholders. 


Respectfully submitted, 


Jerry McAfee 
Chairman of the Board 
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James E. Lee 
President 


February 21, 1979 


PETROLEUM’S POLITICAL & ECONOMIC ENVIRONMENT 


The fragile balance of 
world oil supplies was 
dramatically under- 
scored in the winter of 
(| 1978/79 as the politi- 
: cal crisis in Iran shut 
off the flow of oil from the world’s 
second largest source of exports. Al- 
though the growth of energy demand 
continued to moderate, a surprising 
buoyancy in gasoline demand taxed 
the industry’s manufacturing capabil- 
ity in both the United States and 
Europe. And while mounting gov- 
ernment regulations continued to fet- 
ter the industry’s ability to respond 
to this changing environment, there 
was growing public concern over the 
problems inherent in the regulatory 
process. 

Consequently, Gulf views the de- 
velopment of a national policy on the 
decontrol of U.S. crude oil prices and 
the removal of price ceilings on gaso- 
line as the most important energy is- 
sues of 1979. 

The international petroleum market 
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entered 1978 on a note of compla- 
cency with a surplus of some 3.5 mil- 
lion barrels per day. But by year-end, 
the strike in Iran had cut off five mil- 
lion barrels per day, and consumers 
faced a 14.5-percent oil price rise in 
1979 by the Organization of Petro- 
leum Exporting Countries (OPEC). 
The U.S. oil picture 
followed a similar pat- 
tern. As the flow of oil 
FERIA from Alaska’s North 
Keyed Slope increased early 
in 1978, imports de- 
clined. But in the final quarter as gas- 
oline demand surged, North Slope 
production reached capacity, and pro- 
duction from the “lower 48” states 
continued to decline, imports of crude 
and petroleum products resumed their 
upward climb. Full-year imports of 
8.4 million barrels per day accounted 
for 43 percent of U.S. oil consump- 
tion. A 10-to-12-percent increase in 
imports is forecast for 1979, which 
coupled with OPEC’s price rise could 
push up U.S. import costs by more 
than 20 percent to over $50 billion. 
All of this points to the critical 
need for the U.S. to place a more real- 
istic value on the energy it consumes. 
It is Gulf’s belief that higher crude 


prices will stimulate drilling, reduce 
the nation’s dependence on costly and 
insecure foreign supplies, and encour- 
age both conservation and the devel- 
opment of alternate energy sources. 

A step in that di- 
rection was taken in 
1978 with the passage 
of the Natural Gas 
Policy Act, which set 
higher ceiling prices 
for newly found gas and a schedule 
for the phaseout of price controls on 
new gas by 1985. Although the act 
represents one of the most complex 
laws ever drafted—a complexity com- 
pounded by the regulations to imple- 
ment it—and extends controls into 
the intrastate market for the first time, 
it can offer some increase in cash flow 
necessary to accelerate exploration 
efforts. The act’s merit ultimately will 
be determined by how wisely it is ad- 
ministered by the regulators and in- 
terpreted by the courts. 

While Gulf recognizes that inflation 
is a Serious threat to the nation’s econ- 
omy, the Company believes that a 
phased program of crude oil decon- 
trol can be accomplished under exist- 
ing statutes on a timely, simple and 
effective basis. One approach would 
be an immediate increase in the com- 
posite price of crude oil to the statu- 
tory ceiling now permitted; the de- 
control on June 1, 1979 of all ex- 
cept old oil—that developed prior to 
1972; and a schedule which would 
allow old oil to reach world price 
levels by September 30, 1981. This 
would add about five cents per gallon 
to refined products by 1981, causing 
an increase of only about 0.3 percent 
per year in the general inflation rate. 
Of the income produced, federal and 
state governments would receive 58 
percent in taxes and royalties based 
on current legislation and tax rates. 

Present price con- 
trols on crude oil and 
petroleum products 

were imposed on a 
temporary basis in 
August 1971 and be- 
came permanent during the oil em- 
bargo of 1973. The Energy Policy 
and Conservation Act of 1975 estab- 
lished a 40-month schedule to return 
to free-market prices, but the Depart- 


ment of Energy (DOE) has held 
prices well below those contemplated 
under the act. Authority for the cur- 
rent mandatory price controls expires 
on May 31, 1979, however, the Presi- 
dent has discretionary authority until 
September 30, 1981 for modifying 
controls. With some decision on crude 
oil pricing necessary this spring, phased 
decontrol is a sensible solution. 

While the past seven years of price 
controls and regulatory uncertainty 
have contributed to the decline in 
crude oil production, they have also 
inhibited investment in the refinery 
expansion and improvements needed 
to increase supplies of unleaded gaso- 
line. Present DOE rules do not permit 
refiners to recover an adequate return 
on new investments. At the same time, 
the Environmental Protection Agency 
has mandated the use of unleaded 
fuels in new cars; has banned the use 
of MMT, a manganese-based, octane- 
improving additive used as a substi- 
tute for lead; and has imposed stiff 
mileage requirements on auto manu- 
facturers which necessitate the use of 
higher octane fuel. These require- 
ments can be met only with substan- 
tial new refinery investments. 

The conflict be- 
tween these govern- 
mental agencies was 
clearly evident in the 
closing days of 1978 
as the industry’s gaso- 
line inventory dropped to the lowest 
level in five years and demand reached 
record highs. Some refiners were 
forced to allocate unleaded grades, 
and Gulf supplemented its refinery 
runs with spot-market purchases. 

In November, the DOE sought to 
alter the passthrough of refinery costs 
in favor of gasoline to spur new in- 
vestments. Although the proposal was 
withdrawn in view of consumer op- 
position, either this so-called “tilt” 
or legislation to decontrol gasoline 
prices will be necessary if the indus- 
try is to generate the needed capital 
for new capacity. While these actions 
admittedly would be temporarily 
counter to present anti-inflation mea- 
sures, they are equally necessary if the 
nation is to avoid another gasoline 
shortage, which would have far more 
serious economic consequences. 


EXPLORATION & PRODUCTION 


Under the floor of the New Era rig, a maze of cables assists drilling in the Baltimore Canyon off the New Jersey coast. 


Gulf Oil Exploration and Production 
Company, Gulf’s largest and most 
profitable division, has worldwide as- 
sets of $4.5 billion, excluding the 
value of its extensive oil and gas re- 
serves. Gulf is the seventh largest pro- 
ducer of crude oil and the fifth largest 
producer of natural gas in the United 
States, and has substantial foreign 
liftings. Through its Warren Petro- 
leum division, Gulf is one of the larg- 
est marketers of natural gas liquids in 
the U.S. 

During 1978, the Company: 

e Increased U.S. natural gas pro- 
duction for the second year in a row 
to 1.88 billion cubic feet per day from 
the 1.86 billion in 1977. 

e Held the production of crude oil 
and natural gas liquids in the U.S. es- 
sentially flat at 400,000 barrels per 
day for the third straight year. 

e Brought into production seven 
new fields in the Gulf of Mexico, in- 
cluding one tract acquired in the 1977 
lease sale. 

e Participated in the evaluation of 
one of the nation’s last frontiers—the 
Baltimore Canyon off the New Jersey 
coast. 

e Integrated the oil and gas in- 
terests of Kewanee Industries, adding 
18,000 barrels of crude oil and 53 
million cubic feet of gas per day to 
Gulf’s production stream. 

e Opened the nation’s largest im- 
port terminal for natural gas liquids 
at Warren Petroleum’s complex near 
Houston. 

e Received the first liftings of 
North Sea oil from the Thistle and 
Dunlin fields. 

e Signed a participation agreement 
with Angola, and secured World Bank 
consideration for helping Pakistan fi- 
nance development of its oil reserves. 


UNITED STATES 


During 1978, U.S. crude oil, natural 
gas and natural gas liquids produc- 
tion generated operating earnings of 
$559 million, an increase of nine per- 
cent from 1977. 

Although average wellhead prices 
for crude oil increased 10 percent 
to $8.89 a barrel, and natural gas 
realizations rose nine percent to 61 
cents per thousand cubic feet, prices 
remained below free-market levels 


and did not keep pace with increased 
drilling and production costs. 

To bring capital and exploration 
spending more in line with cash flow, 
expenditures in 1978 were reduced 
32 percent to $838 million but still 
represented one of the highest spend- 
ing levels by any U.S. petroleum com- 
pany. The largest decrease occurred 
in offshore lease acquisition costs, re- 
flecting the limited number of attrac- 
tive prospects offered in the govern- 
ment’s bidding program. Nine tracts 
costing $23 million were acquired in 


The New Era drilling a wildcat in the Balti- 
more Canyon in the Atlantic Ocean. 


the Gulf of Mexico during 1978, com- 
pared with $314 million spent for 12 
prime tracts there in 1977. 

Wildcat drilling and other explora- 
tion expenses were reduced to $201 
million in 1978 from $272 million 
a year earlier. However, the benefit 
to earnings was more than offset by 
an increase of $86 million, or 26 per- 
cent, in depreciation, depletion and 
amortization charges, reflecting the 
Company’s increased investment in 
prior years for production equipment 
and exploratory leases. 
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Reserves of petroleum liquids and 
natural gas continued to decline in 
1978, as described on page 45. 

With a natural decline rate of about 
20 percent a year in production from 
older fields, the reduction in explora- 
tory expenditures may adversely af- 
fect future production, particularly of 
crude oil. Gulf’s efforts in 1979 will 
be to minimize the extent of any de- 
cline by concentrating its drilling ef- 
forts on the most prospective sites. 
Interest in its remaining acreage will 
be maintained through farm-outs or 
joint ventures. 

Gulf is a leader in secondary re- 
covery efforts with waterflooding or 
other stimulation accounting for about 
31 percent of its crude oil output. In 


addition, Gulf had 26 enhanced, or 
tertiary, recovery projects under way 
last year. 

During 1978, the Company par- 
ticipated in 147 exploratory wells, of 
which 48 were successful—32 as gas 
wells and 16 as oil wells. This repre- 
sented a success ratio of 33 percent, 
compared with 27 percent in 1977. 
Additionally, the Company had a 93- 
percent success ratio in the comple- 
tion of 1,179 development wells. 

Today’s emphasis on natural gas is 
indicative of a nationwide trend as 
higher allowable gas prices enable the 
industry to tap deeper, gas-prone for- 
mations. Passage of the Natural Gas 
Policy Act, which lifted the price of 
newly discovered gas to $2.08 per 
thousand cubic feet on December 1, 
should encourage this trend and have 
a progressively favorable impact on 
Gulf’s earnings as new discoveries not 
covered under existing contracts come 
into production. 

Of the 12 tracts the Company ac- 
quired in the Gulf of Mexico in June 
of 1977, gas has been found on three 
and a fourth is indicated to be pro- 
ductive. Vermilion Block 24 offshore 
Louisiana was brought on stream in 
May. A wildcat well on High Island 
Block A517 offshore Texas resulted 
in a sizable gas discovery which may 
extend to High Island Block 498. In- 


stallation of an 18-slot drilling plat- 
form was completed early in October 
and initial output is expected in the 
third quarter of 1979. Gas production 
is also expected to begin in the third 
quarter of 1979 on Vermilion Block 
260 where a platform was installed 
last July. Three other tracts have been 
partially evaluated by drilling, and 
initial tests are planned this year for 
each of the remaining five tracts. 

Production was also initiated dur- 
ing the year on South Timbalier Block 
31, High Island Block 111, West 
Cameron Blocks 409, 333 and 198, 
and South Pass Block 78, all of which 
were acquired in federal lease sales 
since 1972. 

As a result of its extensive efforts 
in the Gulf of Mexico, Gulf was able 
to lift deliveries under its low, fixed- 
price contract with Texas Eastern 
Transmission Corporation to an an- 
nual average of 694 million cubic feet 
per day during 1978 from 592 million 
in 1977. If daily deliveries continue 
at the current rate, the full-contract 
quantity of 4.4 trillion cubic feet 
could be delivered by the mid-1980s. 

Gulf’s first wildcat well in the Bal- 
timore Canyon on Block 857 was 
drilled to 18,554 feet but was plugged 
and abandoned in January 1979 after 
tests failed to indicate significant 
quantities of hydrocarbons. The drill- 


Vessels of up to 750 feet long can be handled at the new Warrengas Import Terminal on the Houston Ship Channel. 


Rigs at work in the Little Knife field of the Williston Basin in North Dakota. 


ing rig has moved to Block 718 where 
a second wildcat well is being drilled. 
Gulf participated in two other unsuc- 
cessful wells in the Baltimore Canyon 
during 1978, and spent $9 million in 
its Atlantic drilling program. 

Onshore, Gulf’s net exploratory 
lease inventory at year-end of ap- 
proximately 13 million acres repre- 
sented one of the largest onshore 
acreage positions of any U.S. com- 
pany. 

The Company continued to develop 
its most significant onshore discovery 
in recent years in the Little Knife field 
near the center of the Williston Basin 
in North Dakota. Since logging this 
discovery in 1977, Gulf had com- 
pleted 69 producing wells by the end 
of 1978. In November, the Company 
dedicated a gas processing and desul- 
furization plant that allowed it to 
double net crude production from the 
Little Knife field to 10,000 barrels 
per day. With 2.7 million net acres, 
Gulf is the largest leaseholder in the 
Williston Basin. 

Gulf participated in several signif- 
icant discoveries in the past year along 
the trend of the Overthrust Belt in 
western Wyoming, Utah, Idaho and 
Montana where the Company has 
more than 600,000 net acres. Gulf 
and its partner made the Whitney 
Canyon discovery in southwestern 
Wyoming, and the Company has a 
lease position near another discovery 
in the Carter Creek area north of 
Whitney Canyon. 

In Texas, the Railroad Commission 
agreed to allow an increase in pro- 
duction from the Yates field in West 
Texas in which Gulf has a 10.5-per- 
cent interest. The Company’s share 
of the increase amounted to 2,300 
barrels per day, all of which qualifies 
as upper-tier oil. 

Of Gulf’s total production last year, 
54 percent was classified by the gov- 
ernment as lower-tier oil, which car- 
ried a price of $5.52 per barrel. The 
remaining 46 percent was either up- 
per-tier or stripper oil with prices of 
$12.25 and $13.84 per barrel, respec- 
tively. Some 76 percent of Gulf’s 
natural gas sales in 1978 were made 
in the regulated interstate market with 
only nine percent qualifying for the 
highest rate of $1.51 per thousand 
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Development of Gulf’s gas holdings 
in Webb and Zapata counties in South 
Texas slowed last year as reduced de- 
mand in the intrastate market resulted 
in as much as 200 million cubic feet 
per day of production being shut in. 

Because the new gas act will allow 
interstate customers to compete for 
gas with intrastate buyers, it should 
help improve the Company’s annual 
production rate. Most of the interstate 
pipelines have storage facilities that 
allow gas companies to purchase gas 
at an even annual rate for later use 


in periods of peak demand. 

Warren Petroleum Company’s ex- 
panded import facilities dedicated in 
October near Houston will permit the 
Company to substantially increase im- 
ports of gas liquids as demand grows. 
Although prices moderated in re- 
sponse to the depressed chemical mar- 
ket, Gulf’s sales of natural gas liquids 
in 1978 increased two percent to 
126,000 barrels per day. 


FOREIGN 


Gulf’s international operations pro- 
vided some 1.1 million barrels per day 
of crude oil, including approximately 
800,000 barrels per day from long- 
term purchase agreements in Kuwait, 
Iran and Venezuela. During the fourth 
quarter, political unrest in Iran re- 
duced Gulf’s liftings in that country by 
nearly 50 percent to 138,000 barrels 
per day, but this was more than offset 
by increased liftings from Nigeria, 
Kuwait and Venezuela. However, 
these countries have not indicated a 
willingness to further increase produc- 
tion in 1979 to make up for the total 
shutdown in Iranian output. A coun- 
try-by-country tabulation of 1978 
production is shown on page 51. 


Gulf participated in the drilling of 
72 wells overseas in 1978, of which 
49 were successful. Total exploration 
and development expenditures abroad 
increased to $250 million in 1978, 
compared with $179 million in 1977. 

In the North Sea, Gulf and its part- 
ners are currently participating in 
four major fields in the United King- 
dom sector, which when completed 
will involve an investment by the 
Company of over $700 million. The 
Thistle and Dunlin fields came on 
production in 1978, and with the 
Statfjord field expected to come on 
stream later this year, Gulf’s share 
of production is expected to average 
12,000 barrels per day in 1979, The 
fourth field, Murchison, is scheduled 
to come on stream in mid-1980, and 
by 1983, the Company’s North Sea 
production should total 70,000 bar- 
rels per day. 

Gulf also has a 20-percent interest 
in the Hutton field, for which a devel- 
opment schedule is currently being 
planned. Production there could be- 
gin in 1983 with Gulf lifting 20,000 
barrels per day at peak output. 

A major development during 1978 
was the completion of the Brent pipe- 


Production platforms in the vast North Sea tap the Thistle field in the United Kingdom sector from which Gulf got its first production in 1978. 


line system linking Gulf’s North Sea 
fields to Europe’s largest terminal at 
Sullom Voe in the Shetland Islands. 

Gulf and various partners made 
several applications for blocks offered 
in the U.K. sector in the sixth round 
of licensing. Awards will be an- 
nounced this spring. 

In West Africa, Gulf’s 45-percent 
equity volume in Nigeria was in- 
creased by 33,000 barrels per day in 
late 1978. Three new fields were dis- 
covered in Nigeria last year and ap- 
praisal drilling is under way. Over the 
next five years, the Company plans to 
increase the productive capacity of its 
jointly owned fields by about a third 
through new exploration and develop- 
ment and by pressure-maintenance 
projects in existing fields. 

The recently signed participation 
agreement with Angola will allow 
Gulf, in partnership with Sonangol, 
the Angolan national oil company, 
to undertake additional development 
work and to pursue new exploration 
ventures within the operating area. 
Gulf’s first well to be drilled since re- 
suming operations in Angola in 1976, 
was completed last year as an exten- 
sion to an existing oil field. 


In Zaire, where further exploration 
is planned for 1979, Gulf and its part- 
ners have recently completed a $25- 
million water-injection project de- 
signed to offset total production de- 
clines and to recover an additional 
57 million gross barrels of crude oil 
reserves. 

In Indonesia, Gulf has a 17.5-per- 
cent interest in South China Sea Block 
“B”, where development drilling is 
under way and production began in 
January 1979. The Company is also 
participating in exploration in three 
other areas in Indonesia. 

Gulf and its partners are evaluating 
a recent gas discovery in Oman and 
are in the preliminary stages of eval- 
uating acreage in Egypt, Papua New 
Guinea and the Exmouth Plateau, 
offshore western Australia. 

In November, Gulf signed an agree- 
ment with the government of Paki- 
stan and its national oil and gas com- 
pany to explore some 9,400 square 
miles in northern Pakistan. Gulf, in 
partnership with British Petroleum 
Company, Ltd., will bear 85 percent 
of the exploration costs. Following a 
discovery, development costs will be 
shared on a 50-50 basis between the 
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companies and the government. The 
World Bank will consider helping fi- 
nance a part of Pakistan’s share; the 
remainder is expected to be arranged 
by private lenders with World Bank 
support. 

Keydril, Gulf’s international off- 
shore drilling contractor, added its 
seventh and eighth rigs to its opera- 
tions in mid-1978 and early 1979. 
Since this company was formed in 
1971, it has increased its asset base to 
more than $100 million. 
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REFINING & MARKETING 


A modern self-serve station markets Gulf’s products in Fort Worth. 


Gulf Refining and Marketing Com- 
pany, with worldwide assets of $3 
billion, is the fifth largest seller of 
gasoline in the United States, with ap- 
proximately eight percent of the mar- 
ket in its 29-state marketing area in 
the east, south and southwest. On a 
total volume basis, Gulf is a leading 
seller of refined products in an 11- 
state area along the Atlantic and 
Gulf Coasts from Maryland to Texas. 
Abroad, the Company operates in 16 
countries and is most prominent in 


Western Europe, where it holds five 
percent of the motor fuels market in 
eight countries. 

During 1978, Gulf: 

¢ Improved its marketing efficiency 
as the worldwide demand for gasoline 
increased. 

¢ Launched a gasoline octane-im- 
provement program in the U.S. with 
the start of construction on a $60-mil- 
lion reformer at the Port Arthur, 
Texas, refinery. 

e Added to its marketing network 


in Switzerland by acquiring Mobil’s 
88 retail outlets there. 


UNITED STATES 


Aided by an exceptionally strong 
fourth quarter, operating earnings 
rose 12.5 percent during 1978 to $234 
million. A three-percent increase in 
gasoline demand lifted Gulf’s total re- 
fined product sales to 828,000 barrels 
per day from 822,000 in 1977. Gulf’s 
seven U.S. refineries operated at 92 
percent of capacity during the year, 


processing an average of 845,000 bar- 
rels of crude oil per day. Although 
gasoline output, which accounts for 
55 percent of refinery runs, was main- 
tained at maximum levels, nearly 
eight million additional barrels of gas- 
oline were purchased to meet de- 
mand. 

During 1978, unleaded gasoline ac- 
counted for 32 percent of Gulf’s total 
gasoline sales, up from 26 percent in 
1977. By 1985, unleaded gasoline is 
expected to account for 75 percent of 
the total gasoline pool. 

To meet this demand, satisfy the 
rising octane requirement of new 
automobiles and comply with the En- 
vironmental Protection Agency’s lead 
phase-down requirements, the Com- 
pany began construction in 1978 on 
a new reformer unit at Port Arthur. 
Completion is scheduled for October 
1979. In addition, Gulf expects to 
spend about $150 million over the 
next five years to improve the octane 
level of its unleaded gasoline pool at 
all of its refineries and capitalize on 
this growing market. 

As a forerunner of this program, 
the Company began test marketing a 
new higher octane, unleaded gasoline 
in Memphis on November 1. The new 
gasoline, Gulf Super Unleaded, has 
an octane rating two points higher 
than Gulfcrest and satisfies the oc- 
tane appetite of approximately 80 
percent of late-model automobiles. 

Separately, in December, Gulf an- 
nounced the start of engineering 
work on a _ refinery-modernization 
program which could include $200 
million in additions and improve- 
ments to the Company’s two largest 
refineries at Port Arthur and Phila- 
delphia over the next several years. 
Under consideration are a new 
170,000-barrel-per-day crude distil- 
lation unit at Port Arthur to replace 
some aging units and add 55,000 
barrels per day of new refinery ca- 
pacity as well as improvements to the 
Philadelphia refinery to lift its capa- 
bility by about 25,000 barrels per day 
by 1981. This new capacity—equal to 
about nine percent of Gulf’s current 
rated output—will be directed toward 
supplying the growing market for 
diesel fuel and home heating oil. 

In conjunction with the Port Arthur 


modernization, Gulf will modify an 
existing lubricating oil unit to better 
utilize foreign crudes—and supple- 
ment dwindling quantities of domestic 
lube grades of crude—in the manu- 
facture of quality lube oils. 

Early in 1978, Gulf introduced 
Gulfpride Multi-G Extended Drain 
motor oil which provides excellent en- 
gine protection for up to 15,000 miles 
between oil changes. However, a syn- 
thetic motor oil, Gulfpride Super G, 
which was test marketed over the past 
year, was withdrawn after encounter- 
ing consumer price resistance. 

Reliance on foreign crude oil ac- 
counted for about 44 percent of the 
Company’s refinery feedstock in both 
1978 and 1977. Gulf primarily uses 
premium-priced, sweet, low-sulfur 
crudes from countries in West Africa 
where the Company has production 
rights and long-term purchase agree- 
ments. However, an increasing 
amount of the Company’s crude re- 
quirements were purchased outside 
the Gulf system. Although Gulf does 
not import Iranian oil for its U.S. 
refineries, a continuation of the po- 
litical strife in that country could re- 
sult in higher prices for all light, 
low-sulfur imports. 

Gulf’s average crude oil acquisition 
cost, including transportation and De- 
partment of Energy entitlements, rose 
nearly five percent in 1978, while 
sales prices of refined products rose by 
approximately 4.5 percent to 42 cents 
per gallon. Gasoline prices continued 
to be limited in 1978 by federal price 
controls, although prices for distillate, 
which includes home heating oil, and 
heavy fuel oil were not controlled. 

Gulf’s marketing strategy continues 
to emphasize the maintenance and 
improvement of market share in areas 
of strength and the selective with- 
drawal, or conversion to unbranded 
outlets, in areas of weakness. In 1978, 
the Company increased its penetration 
in the south and southeast, where the 
nation’s greatest growth is occurring, 
and in metropolitan areas, where 
there is an opportunity for profitable 
high-volume, self-serve stations. The 
combination of self-serve pumps with 
fast-service convenience stores is prov- 
ing quite successful. 

During 1978, Gulf continued its 
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program to eliminate marginally prof- 
itable stations, and at year-end had 
17,900 retail outlets, of which five 
percent were Company-operated. The 
sale of surplus property resulted in 
cash recoveries by the Company of 
nearly $50 million in 1978. 

During the year, Gulf also moved 
to simplify its marketing organization 
by eliminating its division offices. A 
brand-reputation advertising program 
built around the theme “Gulf—The 
Stop That Keeps America Going” was 
used on television and radio in 60 key 
markets, and a new tire marketing 
program was introduced featuring 
“Every Day Low Prices.” 

In California, heavy demand for 
construction materials boosted earn- 
ings at the Company’s Industrial As- 
phalt subsidiary. 

In addition, Gulf has interests in a 
number of pipelines to transport gaso- 
line and other refined products to 
markets in the midwest, southwest 
and northeast which contributed to 
equity earnings. 
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FOREIGN 

Increased volumes, a favorable prod- 
uct mix weighed toward more profit- 
able gasoline and distillate sales, and 
benefits from stronger local curren- 
cies, enabled Gulf’s European opera- 
tions to virtually break even in 1978. 
Although these operations earned $20 
million in 1977, this included $46 
million from a reduction in crude- and 
product-inventory levels. 

Equity earnings from Gulf’s minor- 
ity ownership of refining and market- 
ing operations in France and Spain 
declined in 1978. 

Total gasoline sales in Europe, in- 
cluding these equity interests, were 
surprisingly strong in 1978, increas- 
ing six percent, while Gulf’s total 
refined product sales rose by four per- 
cent to 338,000 barrels per day. How- 
ever, overcapacity still plagues the 
European market and Gulf refineries 
operated at 72 percent of capacity, 
compared with 69 percent in 1977. 
Gasoline output, however, was at 
near 100 percent of capacity. 

Anticipating that future profits in 
Europe will be in the lighter end of 
the barrel, Gulf in partnership with 
Texaco began construction in 1977 on 
a $500-million fluid catalytic crack- 
ing complex in Pembroke-Milford 


Haven, Wales. Upon completion in 
1981, the unit will upgrade residual 
fuel oil to gasoline, which historically 
has carried a distinct price advantage. 
Gulf will share in 35 percent of the 
unit’s cost and output. 

Additionally, thermal cracking and 
modernization projects at Gulf’s re- 
fineries in Holland and Denmark were 
begun in 1978. When completed later 
this year, these projects should in- 
crease capacity for fuel oil by 7,000 
barrels per day in Holland and 4,000 
barrels per day in Denmark. 

A critical point in terms of vol- 
ume must be reached in order to 
minimize unit distribution costs and 
achieve a desired level of profitabil- 
ity in marketing operations. The ac- 
quisition of Mobil’s retail outlets in 
Switzerland in 1978 and Chevron’s 
outlets in 1977 increased Gulf’s total 
stations in that country to 518. This 
has allowed Gulf to benefit more 
fully from the output of the Cressier 
refinery, in which it has a 25-percent 
interest, to expand gasoline volume 
by about 2,000 barrels a day, and to 
gain 12 percent of the market. 

Profits from Gulf’s Puerto Rican 
operations, which include a 38,000- 
barrel-per-day refinery and 200 ser- 
vice stations, improved over 1977. The 
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refinery’s gasoline capacity will be 
expanded over the next two years by 
40 percent. 

Gulf sold its small Ecuadorian re- 
finery during 1978 to a group of local 
businessmen, although lubricant sales 
there will continue through jobber op- 
erations. Marketing of lubricating oils 
elsewhere in Latin America was ex- 
panded in 1978 to Chile and El Salva- 
dor. Gulf continues to provide techni- 
cal services to Venezuela. 

Asian operations contributed sig- 
nificantly to equity earnings last year 
after sustaining a loss in 1977. This 
improvement largely reflected record 
earnings by Korea Oil Corporation, in 
which Gulf has a 50-percent owner- 
ship, as refined product sales rose 11 
percent to 230,000 barrels per day 
and price increases were granted by 
the government. In response to the 
country’s growing economy, Korea 
Oil completed an expansion of its 
ethylene capacity to 150,000 metric 
tons per year from 100,000, and is 
planning to expand refining capacity 
to 430,000 barrels per day by 1981 
from the existing 265,000. 

An expansion program is also un- 
der way to double production at the 
2,000-barrel-per-day lube oil plant 
at China Gulf Oil Company in Taiwan. 


TRADING & TRANSPORTATION 


Gulf Trading and Transportation 
Company, with marine assets exceed- 
ing $500 million, operated 66 owned, 
leased and long-term chartered ves- 
sels in 1978 with a total of 8.4 mil- 
lion deadweight tons. With 17 U.S. 
flag vessels of 900,000 deadweight 
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The John Henry begins its maiden voyage in ice-clogged Lake Michigan. 


tons, Gulf has the industry’s largest 
US. flag fleet. 

During 1978, the Company han- 
dled over 1.8 million barrels of for- 
eign crude oil a day, enabling it to 
balance supply and demand require- 
ments within the Gulf system and 


buffer both the Company and its 
third-party customers from supply 
curtailments and market disruptions. 


Diversification has been the hall- 
mark of Gulf’s crude oil supply strat- 
egy since 1975, and in 1978 the 
Company handled 46 grades of crude 
from 20 different countries. Gulf’s in- 
ternal crude availability accounted for 
63 percent of the volume; in addition, 
about 670,000 barrels per day were 
purchased from outside sources, in- 
cluding 11 national oil companies. 
These purchased crudes supplied 41 
percent of the foreign crude charge at 
Gulf’s worldwide refineries. 


During the early months of 1978 
when crude markets were oversup- 
plied, Gulf’s foreign liftings were 
maintained at high levels. And during 
the final months when supplies were 
tight, the basic requirements of Gulf 
and its customers were met despite 
Organization of Petroleum Exporting 
Countries production limits and the 
crisis in Iran. Continued Iranian sup- 
ply disruptions, however, forced the 
Company to allocate foreign crudes 
during the first quarter of 1979. 

Throughout 1978, a significant per- 
centage of the world fleet was in lay 
up. Gulf took advantage of this to 
purchase on attractive terms its sev- 
enth vessel in the 110,000-dead- 
weight-ton class. These vessels are 
used primarily for transporting North 
Sea and West African crudes to Gulf’s 
United States refineries. Through par- 
allel programs of acquisition and 
scrappage of smaller, less efficient 
vessels, Gulf raised the average vessel 
size of its foreign flag fleet by 10 per- 
cent to 152,000 deadweight tons dur- 
ing the past year. 

Late in 1978, American Heavy Lift 
Shipping Company, in which Gulf is 
a 75-percent partner, took delivery of 
the John Henry, the first heavy-lift 
vessel to fly the U.S. flag. The ship is 
capable of carrying single cargo items 
of up to 1,000 tons. A sister ship, the 
Paul Bunyan, will go into service in 
mid-1979. 

A 400,000-ton calciner unit at Lake 
Charles, Louisiana, came on stream in 
February 1979. It will upgrade petro- 
leum coke from Gulf’s Port Arthur 
refinery into calcined coke used pri- 
marily by the aluminum industry. 


13 


14 


CHEMICALS 


The growth of crystals is carefully checked at Harshaw Chemical in Cleveland. 


Gulf Oil Chemicals Company and the 
chemical operations of Gulf Canada 
Limited have combined worldwide 
assets of $1.5 billion, of which nearly 
75 percent is devoted to basic and 
intermediate petrochemicals and plas- 
tics. Gulf is one of only two producers 
in the United States with significant 
business in all three major polyolefins 
—high- and low-density polyethylene 
and polypropylene. Gulf’s specialty 
and industrial chemical business was 
significantly expanded in late 1977 by 
the acquisition of Kewanee Industries’ 
two chemical divisions. 

During 1978, Gulf’s chemical op- 
erations: 

e Continued to be penalized as 
overcapacity in the petrochemical 
industry spilled over into the bulk 
plastics business. Although operating 
earnings rose eight percent to $81 mil- 
lion from $75 million in 1977, this 
was still far below potential and less 
than half the earnings level of 1976. 

e Benefited from the steady per- 
formance of the Kewanee units—The 
Harshaw Chemical Company and the 
Millmaster Onyx Group—which to- 
gether accounted for 25 percent of 
total chemical revenue of $1.7 billion. 

e Successfully brought into pro- 
duction two new plastics plants in 
Texas—a 240-million-pound-per- 
year, high-density polyethylene facil- 
ity at Orange, and a 400-million- 
pound-per-year polypropylene unit at 
Cedar Bayou. 

e Entered the polystyrene business 
through the acquisition of a 250-mil- 
lion-pound-per-year plant from Union 
Carbide. 


UNITED STATES 


The climate for commodity olefins 
continues to be highly competitive. 
Although end-use markets for plas- 
tics, paints, synthetic fibers and build- 
ing materials continue to grow, de- 
mand has not been sufficient to absorb 
the substantial new petrochemical ca- 
pacity which was brought into pro- 
duction over the past few years. Dur- 
ing 1978, Gulf was unable to recover 
higher feedstock costs as prices for 
many products, such as ethylene, 
moved only modestly above their 
1977 levels. 

Prices and volumes for aromatics, 


such as benzene, toluene and xylene, 
were also lower than anticipated for 
most of 1978. 

However, prices, particularly for 
aromatics, began to firm in early 1979 
partially in response to increased de- 
mand for octane-boosting compo- 
nents for gasoline. Over the long term, 
petrochemical prices are expected to 
improve with higher plant operating 
rates and provide satisfactory earn- 
ings to established producers. 

Another encouraging sign has been 
the industry’s sharp reduction in new 
capital spending for commodity chem- 
icals since 1977. The high cost of new 
construction, coupled with the risk of 
overcapacity, should inhibit another 
building boom for several years. 

In plastics, excess supply resulted 
in deteriorating prices over most prod- 
uct lines in 1978. At year-end, prices 
for low-density polyethylene, which is 
used in packaging, had been rolled 
back to the lowest point in two years. 
Despite excellent start-ups at Gulf’s 
two new plastics plants, non-recurring 
costs also exerted a negative impact 
on 1978 profits. 

However, the near- to medium- 
term outlook for plastics is encour- 
aging. Demand for Gulf’s plastics, 
which are used in a wide variety of 
housewares, pipe, packaging, appli- 
ance and automotive applications, is 
expected to grow at a rate one and 
one-half that of the U.S. Gross Na- 
tional Product in coming years. Poly- 
olefins and polystyrene will continue 
to make strong inroads against tradi- 
tional materials such as paper, glass 
and metal. 

The Company has long had a small 
group of specialty chemical businesses 
—in blasting materials, crop protec- 
tion products and adhesives. In 1978, 
this base was greatly expanded as the 
result of the acquisition, in late 1977, 
of Kewanee’s Harshaw and Millmas- 
ter Onyx operations. The Company’s 
specialties businesses now include cat- 
alysts, surfactant materials, germi- 
cides, metal-treating compounds, in- 
sulation and products for the elec- 
tronics, agricultural, instrument, min- 
ing and plywood industries. 

In contrast to the cyclical nature 
of the commodity chemicals business, 
the industrial and specialty sector of 


the chemical market performed well 
during 1978. Although the relative 
contribution of specialties will decline 
as the petrochemical industry works 
out of its overcapacity problem, the 
Company plans to protect and selec- 
tively expand its specialty businesses. 
These are individually small and less 
capital intensive than petrochemicals. 
Therefore, by making modest invest- 
ments in several areas, the Company 
plans to achieve both growth and ade- 
quate diversification without assuming 
undue risk. 


FOREIGN 


Despite good demand, Canadian pet- 
rochemical operations were again 
marginal in 1978 due to soft prices 
and higher raw material costs. 

Effective December 31, 1978, Gulf 
Canada purchased from Canadian In- 
ternational Paper Company its Com- 
mercial Alcohols Limited subsidiary, 
which is an important ethylene cus- 
tomer of Gulf Canada. 

Gulf Canada, Union Carbide and 
the Quebec government have agreed 
in principle to form, as equal part- 
ners, a new company to operate the 
Gulf Canada and Union Carbide 
ethylene plants in the Montreal area 
as a basis for possible future world- 
scale expansion. 

In Europe, market conditions for 
commodity chemicals have paralleled 
those in the U.S. Despite a surprising- 
ly strong fourth quarter, demand re- 
mains weak. The fact that the indus- 
try is significantly overbuilt has also 
put a squeeze on margins without 
much encouragement for sustained 
improvement. 

Gulf’s major participation in Asia 
is a 60-percent interest in China Gulf 
Plastics in Taiwan. This has been a 
profitable venture and the outlook is 
for substantial growth as further busi- 
ness expansion in Taiwan is planned. 
Construction of a low-density poly- 
ethylene plant by Asia Polymer Cor- 
poration in Taiwan, in which Gulf 
owns a 35-percent interest, is ahead 
of schedule with start-up planned for 
the second quarter of 1979. Profits 
for the Chinhae Chemical Company, 
the Korean agricultural chemical firm 
in which Gulf has a 25-percent inter- 
est, were above expectations. 
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Night operations at Gulf’s new polypropy- 
lene plant at Cedar Bayou, Texas. 
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CANADA 
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Gulf Canada Limited, Gulf’s 68-per- 
cent-owned subsidiary, is Canada’s 
second largest oil company with as- 
sets of $2.3 billion and sales of $2.5 
billion. It is also that country’s second 
largest refiner with 17.5 percent of 
total capacity and sells a full range of 
petroleum products in all Canadian 
provinces and northern territories. 

During 1978, Gulf Canada: 

© Earned $183 million (Canadian 
dollars), down slightly from $185 mil- 
lion in 1977, with Gulf’s share equal 
to $90 million, compared with $91 


A Gulf Canada rig works in the snow-covered f 
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oothills of Alberta where significant reserves were added last year. 


million a year ago. 

e Received its first deliveries from 
the Syncrude oil project, in which it 
has a 16.75-percent interest and a 
total investment of $344 million. 

¢ Completed construction of a 
$203-million lubricating plant at its 
Clarkson, Ontario, refinery. 

e Participated in growing explora- 
tion efforts in western Canada and 
shared in the drilling of two promis- 
ing Beaufort Sea wells which are still 
to be tested. 

The Canadian government’s policy 


of increasing crude oil and natural gas 
prices in conjunction with world price 
changes resulted in a 23-percent in- 
crease in crude prices and a 10- 
percent rise in natural gas realiza- 
tions to $10.78 per barrel and $1.37 
per thousand cubic feet, respectively. 
However, Gulf could not fully benefit 
from these prices as a surplus of 
production capacity resulted in 20 to 
25 percent of Gulf Canada’s oil and 
gas capacity being shut in. 

While Canadian energy growth has 
been lower than anticipated, the sur- 


plus is primarily related to govern- 
ment restrictions on exports to the 
United States and to significant dis- 
coveries and reserve additions in 
western Canada which have been 
stimulated by higher prices and profit 
margins. Gulf Canada’s net crude oil 
production declined two percent to 
65,100 barrels per day, and net nat- 
ural gas production fell by 10 percent 
to 271 million cubic feet per day. 

In 1979, conventional oil and gas 
production is expected to hold at the 
1978 levels, and an increase of 10,000 
barrels a day in oil production is an- 
ticipated from the Syncrude project. 

Capital and exploration expendi- 
tures decreased slightly to $436 mil- 
lion in 1978 from $470 million in 
1977. Approximately 50 percent, or 
$220 million, was spent for explora- 
tion projects in 1978. 

On January 1, 1979, Gulf Canada 
Resources, Inc. was formed as a 
wholly owned subsidiary to improve 
the exploration and development of 
Gulf’s extensive natural resource 
holdings. The new subsidiary will be 
headquartered in a new, 20-floor of- 
fice tower being built for Gulf Canada 
in downtown Calgary, Alberta. Two 
blocks long, the $63-million Gulf 
Canada Square is the largest office 
and commercial development ever 
built as a single project in western 
Canada. 

During 1978, Gulf Canada partici- 
pated in 59 exploratory wells which 
resulted in 18 oil and gas discoveries. 
Significant reserves were added in the 
Robb-Hanlan and Stolberg areas in 
the foothills of Alberta. 

Gulf Canada has an excellent acre- 
age position in the British Columbia 
portion of the deep-basin gas play 
which includes the Elmworth field in 
Alberta. A significant shallow-gas dis- 
covery was made at Magrath in south- 
ern Alberta, and oil exploration was 
carried out in the Suffield and Lloyd- 
minster areas close to the Alberta- 
Saskatchewan border. 

There was no activity on the 
Mackenzie Delta acreage during 1978, 
but approximately 30 percent of the 
Company’s exploration outlay was 
spent on the other frontier areas 
where Gulf Canada participated in 
nine wells. 


In the Beaufort Sea, the Ukalerk 
and Kopanoar wells were drilled to 
total depth but bad weather prevented 
testing until 1979. A third Beaufort 
location, Tarsiut, will also be com- 
pleted in the summer. An ice island 
is under construction for drilling of 
the Issungnak well in the winter of 
1979/80. 

In the Arctic Islands, Gulf Canada 
participated in two wells, one of 
which was a gas success. At year-end, 
two additional wildcats were being 
drilled from ice islands. Also, Gulf 
Canada participated in two wells on 
the Labrador Shelf, one of which was 
abandoned and the other suspended 
awaiting completion in 1979. 

In August, production began from 
the Syncrude project in the Athabasca 
tar sands of Alberta and by year-end, 
Gulf had received 600,000 barrels of 
this oil which has been used in three 
of its refineries with good results. 
Rated capacity of the Syncrude plant 
is 109,000 barrels a day but this will 
increase to 129,000 barrels per day 
within four years. Under agreement 
with the Canadian government, all 
Syncrude production is sold at world 
prices. 

In other heavy-oil activity, 30 ex- 
ploratory wells are planned on the 
120,000-acre Surmont property in 
northeastern Alberta where Gulf has 
a 100-percent working interest. 

In an effort to broaden its resource 
base, Gulf Canada entered into a joint 
venture with Denison Mines to eval- 
uate Denison’s 116,000-acre Belcourt 
coal property in British Columbia. 
Drilling of 16 core holes confirmed 
the presence of enough high-quality 
metallurgical coal to support produc- 
tion of four million metric tons a year. 
Late in 1978, Gulf Canada also ac- 
quired 83,000 acres of coal property 
in the Chip Lake area west of Edmon- 
ton, Alberta. 

Gulf Canada has six refineries and 
two asphalt plants located across 
the country with a total capacity of 
385,000 barrels per day. Because of 
the surplus of refining capacity in 
eastern Canada, Gulf’s refineries op- 
erated at 78 percent of capacity dur- 
ing 1978 as compared with 90 per- 
cent in 1977. The Point Tupper 
refinery in Nova Scotia was closed for 
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90 days late in 1978. Overall, crude 
oil processed by Gulf Canada de- 
clined 11 percent to 301,000 barrels 
per day. 

Since much of Gulf Canada’s for- 
eign crude supply has historically 
come from Iran, arrangements were 
being made at year-end to obtain sup- 
plies from other sources as the con- 
tinuing unrest in Iran has made its 
future crude supplies uncertain. 

The new two-million-barrel-a-year 
lubricating oil plant at the Clarkson 
refinery began production in early 
1979. With four times the capacity of 
Gulf’s older facilities, it is capable of 
producing a full line of high-quality 
lubricating oils and greases to meet 
Canada’s shortfall of lubricating oil 
production. 

Construction will begin in 1979 on 
North America’s first sulfur-prilling 
facility at the Strachan gas plant 
near Rocky Mountain House, Alberta. 
Upon completion late this year, the 
plant will allow Gulf Canada to pro- 
duce an environmentally acceptable 
solid form of sulfur for sales overseas. 

Because of the reduced use of 
leaded gasolines in automobile en- 
gines, Gulf Canada has developed the 
technology and has filed patent appli- 
cations for high-octane oxygenated 
gasoline components which could pro- 
vide the industry with an economical 
way to meet octane requirements 
without lead additives. 

Gulf Canada continued to upgrade 
its retail outlets during 1978, and at 
year-end, had a network of some 
3,200 retail outlets of which almost 10 
percent were high-volume, self-serve 
units. 
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Gulf Mineral Resources Company has 
assets of $550 million. With total re- 
coverable coal reserves of one billion 
tons, it is one of the nation’s larger 
coal producers. Gulf is also a major 
uranium producer in Canada, is de- 
veloping the largest uranium deposit 
in the United States with recoverable 
reserves in excess of 100 million 
pounds, and is a leader in the develop- 
ment of synthetic fuels. 

During 1978, Gulf Mineral Re- 
sources: 

e Recorded operating earnings of 
$45 million, a fourfold increase over 
the $10 million earned in 1977. 

e Achieved record coal profits and 
the highest coal production in 10 
years. 

e Completed the production and 
service shafts at the Mt. Taylor ura- 
nium mine to a depth of 3,200 feet. 

e Began development of its oil 
shale tract. 

e Signed an agreement with the 
Department of Energy (DOE) to de- 
sign a Solvent Refined Coal (SRC) 
demonstration plant. 

e In Canada, significantly increased 
known uranium reserves at the previ- 
ously discovered Collins Bay deposit. 

Capital and exploratory expendi- 
tures rose 60 percent in 1978 to $192 
million, including $40 million for the 
acquisition of coal properties by Gulf 
Canada. The Company’s coal and 
uranium reserves are discussed on 
pages 46 and 47. 


UNITED STATES 


Despite the longest strike in recent 
coal-mining history and a generally 
soft coal market, 1978 was the most 
profitable year in the 94-year history 
of The Pittsburg & Midway Coal Min- 
ing Co., Gulf’s coal subsidiary. Oper- 
ating earnings reached $32 million, 
compared with $16 million in 1977, 
as coal production rose six percent to 
nine million tons. 

New labor contracts negotiated 
with employees at Gulf’s two west- 
ern mines a week before a national 
strike began in December 1977, en- 
abled both the McKinley mine in New 
Mexico and the Edna mine in Colo- 
rado to operate at capacity through- 
out the three-and-one-half-month 
strike. 


Profits were also protected from the 
market softness which developed in 
the second half of the year since most 
of the Company’s production is sold 
under long-term contracts to utility 
customers at prices and quantities pre- 
viously established. 

Nearly 90 percent of Gulf’s pro- 
duction last year came from western 
and midwestern surface mines, includ- 
ing 1.1 million tons from a 24-percent 
equity interest in the Westmoreland 
Resources mine in Montana. Gulf’s 
remaining coal was produced from 
underground mines in western Ken- 
tucky. Substantial coal reserves have 
been acquired in recent years in Illi- 
nois, Kentucky, Ohio and Pennsyl- 
vania to supplement older holdings in 
Colorado, Kansas, Montana, North 
Dakota and Wyoming. 

This geographic diversity gives Gulf 
necessary flexibility in view of chang- 
ing government policy on coal leasing, 
reclamation and environmental pro- 
tection. A major issue which could 
influence new mine locations is the 
Environmental Protection Agency’s 
attempt to require flue-gas scrubbers 
on all coal-fired utility boilers regard- 
less of the sulfur content of the coal 
burned. Such a requirement could 
shift demand from low-sulfur, western 
coal back to higher sulfur, eastern and 
midwestern coals. 

During 1978, however, Gulf’s de- 
velopment efforts continued to be 
focused on its western properties. Ex- 
pansion at the McKinley mine con- 
tinued with a third 55-cubic-yard 
dragline put into service and a fourth 
unit readied for operation in early 
1979. Production at the mine doubled 
during 1978 to three million tons, and 
output is expected to reach five mil- 
lion tons during 1980. 

At the Edna mine, studies are under 
way on the development of an under- 
ground mine with potential produc- 
tion ofa half million tons a year to sup- 
plement the existing surface mine. In 
addition, this new mine could provide 
the nucleus for a major underground 
mining complex in the area if federal 
coal lease sales, which have been sus- 
pended since 1971, are resumed. 

Last year was the first year of oper- 
ation under the 1977 Surface Mining 
Control and Reclamation Act, and 
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Minerals Capital and Exploration Expenditures 
Millions of Dollars 


Uranium 
Coal 
Other 
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costs directly related to these regula- 
tions totaled nearly $16 million. Ap- 
proximately 40 percent of this was 
for the purchase of new reclamation 
equipment. In 1977, Gulf’s reclama- 
tion costs were $9.5 million. 

Excellent progress was made dur- 
ing 1978 in developing the Mt. Taylor 
uranium mine in northwestern New 
Mexico. Overcoming challenging en- 
gineering problems of extreme heat 
and underground water flows, both 
the service and the production shafts 
were completed to the 3,200-foot 
level and work began on mine devel- 
opment. Test mining will begin soon 
and is expected to be completed later 
this year. 

Commercial production is expected 
in 1981, with annual output reaching 
four to five million pounds per year by 
1983. Applications for a license to 
construct a mill to separate the U;O; 
from the ore have been filed with the 
state. Construction is scheduled to be- 
gin in the first quarter of 1980. 

Although none of Mt. Taylor’s 
reserves has been committed, the 
Company expects to begin marketing 
later this year. Despite a leveling of 
uranium prices during 1978, Gulf be- 
lieves that a strong uranium market 
will continue throughout the life of 
the Mt. Taylor project. 

The smaller Mariano Lake uranium 
mine, which came on production in 
New Mexico in late 1977, encoun- 
tered a difficult start-up year. 

Gulf jointly owns a 5,100-acre oil 
shale tract in northwestern Colorado 
with Standard Oil Company (Indi- 
ana). In February 1978, shaft sinking 
on this tract was begun as part of the 


development of an underground pro- 
cess for extracting oil from shale. In 
the process, the rock will be broken 
up and heated by partial burning in 
underground chambers called retorts 
and the shale oil pumped to the sur- 
face. The first retort should be ready 
in early 1980. 

Progress was also made during 
1978 in proving the feasibility of the 
SRC process that converts coal to 
low-sulfur fuel oil. Gulf has operated 
an SRC pilot plant at Ft. Lewis, Wash- 
ington, for the DOE since 1974, and 
during the past two years has pro- 
duced some 10,000 barrels of synthe- 
tic fuel oil. A successful test burn of 
4,500 barrels was conducted by Con- 
solidated Edison Co. in New York 
City last September proving that the 
fuel met or surpassed federal emis- 
sions standards with performance effi- 
ciencies similar to petroleum fuel oil. 

In July, Gulf signed an agreement 
with the DOE that could lead to the 
design, construction and operation of 
an SRC demonstration plant near 
Morgantown, West Virginia. Gulf will 
do the initial engineering; construc- 
tion and operation of the plant will 
follow if warranted by the economic 
and technical feasibility as the project 
progresses. The West German govern- 
ment is negotiating an agreement with 
the DOE to pay 25 percent of the cost 


of such a plant, and the Japanese 
government has also expressed an in- 
terest. 

Exploration efforts in the non- 
energy minerals area continued dur- 
ing 1978 with encouraging results. 


FOREIGN 


In Canada, production from the Rab- 
bit Lake uranium mine and mill in 
northern Saskatchewan reached 5.5 
million pounds, of which Gulf’s share 
was 2.8 million pounds, compared 
with 2.6 million in 1977. During 
1978, deliveries were made to Japa- 
nese, Swiss and Spanish utilities and 
to Gulf’s West German partner in the 
mine, Uranerz Canada Limited. 

In 1978, Gulf began the sale of 
uranium to General Atomic Com- 
pany (as discussed in detail on page 
53)" 

Extensive drilling was carried out 
during 1978 on the Collins Bay de- 
posit, which is near Rabbit Lake. The 
initial evaluation indicates a high- 
grade ore body of significant size. En- 
gineering is under way with a target 
date for production in the early 1980s. 
The deposit occurs on mineral leases 
held 90 percent by Gulf and 10 per- 
cent by Gulf Canada and should per- 
mit operations to continue at the pres- 
ent site after the Rabbit Lake mine is 
exhausted. 


The Rabbit Lake mine and mill in Canada produced 5.5 million pounds of uranium in 1978. 


OTHER ACTIVITIES 


Scribing magnetic data on a topographical 
oil map at Gulf’s research laboratory. 


SCIENCE & TECHNOLOGY 


Gulf Science and Technology Com- 
pany is Gulf’s principal research and 
development arm with laboratories in 
Pittsburgh, Houston, and Rotterdam. 
In 1978, research and development 
expenditures totaled $96 million, 
compared with $82 million in 1977. 

Gulf’s principal research activities 
are concentrated in four areas: ex- 
ploration and production, refining and 
petroleum products, chemicals, and 
synthetic fuels and minerals. 

Major emphasis in 1978 was placed 
on new exploration techniques, in- 
cluding further development of Gulf’s 
leading positions in “bright-spot” di- 
rect detection and geochemical tech- 
niques to more accurately locate sub- 
surface accumulations of oil and gas. 
In production, development continued 
on enhanced-recovery methods to in- 
crease production from existing fields. 
Computer simulation models were 
used to permit engineers to more ac- 
curately predict a reservoir’s perfor- 
mance during enhanced recovery. 

Gulf’s primary efforts in refining 
were in process improvements, energy 
conservation, new catalyst develop- 
ment, gasoline octane improvement 
and advances in lubricating products. 


In chemicals, research was directed 
at improving present petrochemical 
and plastic production processes and 
in support of the Harshaw Chemical 
and Millmaster Onyx subsidiaries ac- 
quired in 1977. 

Gulf continued its research and 
development programs in oil shale, 
coal liquefaction and gasification with 
many of these efforts partially funded 
by the U.S. government. 

In recognition of the long lead 
times needed to develop new technol- 
Ogies, a specific research and devel- 
opment program to prepare Gulf for 
the 1985-2000 period was launched 
in 1978. Some 10 percent of Gulf’s 
research and development efforts are 
focused on this long-term effort. 

Gulf began development in 1978 
on a toxicology laboratory in conjunc- 
tion with Carnegie-Mellon Institute 
of Research in Pittsburgh. The lab- 
oratory is expected to provide toxi- 
cological testing on Gulf’s products 
and process streams as required by 
government regulations on toxic sub- 
stances and safety in the workplace. 


GENERAL ATOMIC 


General Atomic Company, Gulf’s 
equal partnership with a Royal Dutch/ 
Shell Group company, derived about 
75 percent of its 1978 external fund- 
ing of $84 million from government- 
supported research and development 
programs in the High Temperature 
Gas-cooled Reactor (HTGR), Gas 
Cooled Fast Breeder Reactor, fusion, 
solar and other advanced energy con- 
cepts. The remaining revenue was de- 
rived from various commercial pro- 
grams. 

HTGR development, including 
‘“non-proliferation” fuel studies sup- 
ported by the Department of Energy 
(DOE), remained a major program 
at General Atomic. Formation of Gas 
Cooled Reactor Associates in Febru- 
ary 1978 by more than a dozen major 
electric utilities, added industry spon- 
sorship and guidance for HTGR 
work. General Atomic’s fusion power 
research was highlighted by the start- 
up of the $31-million, DOE-spon- 
sored Doublet III machine, which is 
expected to demonstrate for the first 
time actual fusion reactor conditions. 

Negotiations currently are under 


way with the Public Service Company 
of Colorado under which General 
Atomic expects to make substantial 
payments and provide specified ser- 
vices for the Fort St. Vrain nuclear 
generating plant but will be relieved 
from future responsibility for its per- 
formance. The 330,000-kilowatt 
HTGR plant had generated more than 
one billion kilowatt-hours of elec- 
tricity by mid-January 1979, even 
though operating problems continued 
to limit its performance to no more 
than 70 percent of rated capacity. 
Because of an additional loss pro- 
vision of $25 million for the Fort St. 
Vrain plant, Gulf’s share of General 
Atomic’s losses amounted to $43 mil- 
lion in 1978, compared with $18 mil- 
lion in 1977. In early 1979, the basis 
for a settlement was reached with 
Ranchers/HNG, one of General 
Atomic’s uranium suppliers. A full 
discussion of these financial and legal 
issues is covered in Note 5 on page 32. 


REAL ESTATE 


Gulf Oil Real Estate Development 
Company achieved significant success 
in 1978 in carrying out the divestment 
of its major real estate holdings. At 
the new town of Reston, Virginia, 
3,500 acres of undeveloped land were 
sold in July to a subsidiary of Mobil 
Corporation. As a result, Gulf is no 
longer in the land development busi- 
ness in Reston, although considerable 
industrial, commercial and residential 
properties remain to be sold. 

Also divested during 1978 were an 
office complex outside Kansas City; 
a large warehouse project in Puerto 
Rico; 156 condominiums, 49 acres of 
land and two office buildings at Flor- 
ida Center in Orlando; the former 
headquarters building of Kewanee In- 
dustries in Bryn Mawr, Pennsylvania; 
the investment in Kuwait Gulf Real 
Estate Company; and several recrea- 
tional vehicle parks. The Company 
also assigned its interest in the new 
town development at La Prairie near 
Montreal to Gulf Canada Limited. 

At the end of 1978, Gulf’s only ac- 
tive efforts in the real estate develop- 
ment business were Ocean Village at 
Fort Pierce, Florida, a successful con- 
dominium project, and a recreational 
vehicle park at Mesa, Arizona. 
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In the future, Gulf’s real estate ac- 
tivities will be the management of 
projects closely related to the Com- 
pany’s business objectives. At Grants, 
New Mexico, a real estate develop- 
ment project is under way to provide 
housing for Gulf’s employees at the 
Mt. Taylor uranium mine. Model 
homes, to be built and sold by local 
contractors on land developed by 
Gulf, will be available this spring. A 
similar project is under way at Lagos, 
Nigeria, where 117 residential units 
are being built under Gulf’s super- 
vision for its Nigerian employees. 

As a result of the achievements in 
1978, external obligations of Gulf’s 
real estate company were significantly 
reduced, and the Company believes 
that the completion of its real estate 
divestment program will not have any 
significant impact on earnings. 


PEOPLE & STAFF SERVICES 


In order to improve efficiency, main- 
tain productivity and retain employee 
loyalty, Gulf placed added emphasis 
on its human resources activities in 
1978. The Company was a pace- 
setter in labor negotiations with both 
the United Mine Workers and the 
Oil, Chemical and Atomic Work- 
ers (OCAW). After setting a pattern 
that avoided a strike of western coal 
miners, Gulf put forward the first offer 
to the striking eastern coal miners 
early in 1978 in what syndicated col- 
umnist Joseph Kraft described as “a 
rare act of industrial statesmanship.” 
Although that offer was later rejected 
by the rank and file, it was regarded 
as a major force in ending the three- 
and-one-half-month coal strike. 

In January 1979, Gulf’s offer in 
the OCAW negotiations set the pat- 
tern for the petroleum industry by 
reaching a balance between union de- 
mands and the government’s new 
wage guidelines. Business Week edi- 
torialized that the agreement got 
“President Carter’s wage guideline 
program off to a good start.” 

As part of a belt-tightening pro- 
gram, some 1,500 employee positions 
were eliminated in 1978. Most of the 
reductions were at the staff level at 
headquarters, in refining and mar- 
keting and trading and transporta- 
tion. To lessen the impact on affected 


employees, the Company granted 
early retirement or vested pension 
benefits to those eligible, severance 
pay and outplacement counseling. 
However, because manpower addi- 
tions were necessary to staff mine 
expansions, new chemical plants and 
other programs, the net reduction 
in Gulf’s worldwide workforce was 
1,100. At year-end, the Company em- 
ployed 58,300. 

Gulf continued its commitment to 
equal employment opportunity dur- 
ing 1978. Minority employment in- 
creased slightly to 15.7 percent of the 
total U.S. workforce, while female 
employment .recorded a small de- 
crease to 18.4 percent of the total. 


Treasury department employees process 
shareholder records in Pittsburgh. 


Minorities accounted for 27.6 per- 
cent of new employees and females 
for 25.5 percent. In the area of up- 
ward mobility, during 1978, 19.6 per- 
cent of all promotions went to minor- 
ity employees and 24 percent to fe- 
males. As part of its commitment in 
this area, Gulf uses a variety of eval- 
uation techniques and training pro- 
grams to ensure that all of its em- 
ployees have the opportunity to 
develop to their maximum potential. 

During 1978, Gulf continued its 
strong support of civic, educational 
and charitable institutions in the com- 
munities in which it operates. In May, 


Employees at Year-End 
1978. 1977. 


Petroleum 


Exploration & 
Production .. 8,400 8,100 


Trading & 
Transportation 3,500 3,600 
Refining & 

Marketing ... 25,800 27,200 
Chemicals 2 10,900 10,500 
Minerals ........ 2,700 2,300 
Technical & 

Support... 7,000 7,700 
58,300 59,400 

United States .... 34,700 35,500 
Canada a. . 7; 11,100 11,100 
Europe 3.02. 2 5,800 5,900 
Other Foreign ... 6,700 6,900 


the Company donated 157 acres, 
valued at $1.5 million, in Marlboro, 
Massachusetts, to the South Middle- 
sex Association for Retarded Citizens. 
The Association will use 10 acres for 
a vocational training center for the 
handicapped, while the rest will be 
developed into an industrial park. 
Thus, Gulf’s gift will not only provide 
a valuable learning facility but also 
will increase jobs in the area. 

Gulf and the Gulf Oil Foundation 
also contributed $5 million for chari- 
table and educational purposes during 
1978. Energy and environmental 
problems received special support as 
did programs for minorities. Approxi- 
mately $3 million went to colleges and 
universities in support of various pro- 
grams and in scholarships to students. 

The remaining $2 million went to 
a variety of charitable and other pro- 
grams. The United Fund in plant 
communities received almost one- 
third of this while the rest went to 
hospitals, cultural and scientific pro- 
grams and other community services. 

Gulf Oil Foundation and the Na- 
tional Chamber of Commerce re- 
ceived the 1977 National Freedoms 
Foundation Award for the Chamber’s 
“Economics for Young Americans” 
educational program that Gulf spon- 
sored in both 1977 and 1978. The 
program is designed to promote un- 
derstanding of the private enterprise 
system among high-school students. 


FINANCIAL REVIEW 


Disclosure Policy 


Gulf’s financial reporting practices are based on two fun- 
damental principles—a philosophy of conservative ac- 
counting in accordance with generally accepted accounting 
principles coupled with a commitment to disclose fully all 
material developments. Over the past several years, this pol- 
icy has led to greatly expanded annual and quarterly share- 
holder reports as the Company has sought to improve in- 
vestor understanding of its financial position and operating 
performance. In 1974, Gulf became one of the first com- 
panies to include in its Annual Report to shareholders all 
of the information filed as its Annual Report on Form 10-K 
with the Securities and Exchange Commission (SEC). Since 
that time, however, the SEC has continued to adopt new 
requirements which preclude the compilation of the neces- 
sary 10-K information in time for inclusion with the Annual 
Report. 

While the Company believes that its 1978 Annual Report 
includes all of the pertinent information necessary for share- 
holders, Gulf will supply copies of its Form 10-K report 
without charge upon request to: Vice President and Comp- 
troller, Gulf Oil Corporation, P. O. Box 1166, Pittsburgh, 
Pennsylvania 15230. 


Annual Earnings 


Earnings of $791 million, or $4.06 per share, in 1978, in- 
creased 5.2 percent from $752 million, or $3.86 per share, 
in 1977. Revenue rose 1.4 percent to $20.1 billion from 
$19.8 billion. Geographic and Related Business Segment 
Financial Data is presented on pages 43 and 44. 

Increased refined product sales in both the United States 
and Europe, substantial benefits from coal and uranium 
operations, and a reduction in exploration expenses were the 
principal ingredients in the improved performance. 


Sales and Other Operating Revenues 
Including Consumer Excise Taxes 


Billions of Dollars Millions of Dollars 


United States Net Income 
Foreign Depreciation and other Noncash Charges 


1974 


Funds From Operations 


Earnings began on a low note in 1978 and improved in 
each succeeding quarter. While continued improvement is 
expected during 1979, the cyclical pattern of the past year 
is likely to be repeated. The oil strike in Iran, which is Gulf’s 
second largest source of foreign crude, and the impact of 
the latest price increase by the Organization of Petroleum 
Exporting Countries could also hold down earnings during 
the early months of the year. 

U.S. net income in 1978 was the highest in Gulf’s history, 
reaching $514 million, or 10 percent above the $468 million 
earned in 1977. Largely on the strength of uranium sales, 
Canadian net income climbed 29 percent to $138 million. 
As a result, 82 percent of Gulf’s 1978 earnings were gen- 
erated in North America. Foreign net income declined 21 
percent to $139 million. 

Within the Company’s principal business segments, oper- 
ating earnings attributable to worldwide petroleum activities 
increased 2.5 percent to $1.17 billion during the year. U.S. 
petroleum earnings increased 10 percent to $793 million as 
significant improvements were registered in both refining 
and marketing and exploration and production operations. 

U.S. refining and marketing earnings of $234 million were 
12.5 percent ahead of 1977 as a three-percent increase in 
gasoline volume more than offset a decline in distillate sales. 

The production of crude oil, natural gas liquids and nat- 
ural gas in the U.S. generated operating earnings of $559 
million in 1978, a nine-percent increase from the prior year. 
Wellhead prices for oil and gas increased ten and nine per- 
cent, respectively, while geological, geophysical and wild- 
cat drilling activity was reduced by $71 million. However, 
depreciation, depletion and amortization charges, reflecting 
the Company’s increased investment in production equip- 
ment and exploratory leases, rose by $86 million. 


Book Value vs. Stock Price 
Dollars Per Share 


Stock Price Range 
Book Value 


48 


23 
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Production of crude oil and natural gas liquids was essen- 
tially flat during the year at 400,100 barrels per day, while 
natural gas production rose one percent to 1.88 billion cubic 
feet per day, as the Company benefited from the inclusion 
in 1978 of Kewanee Industries, Inc., which was acquired 
in September 1977. 

Deliveries of natural gas under Gulf’s low, fixed-price 
contract to Texas Eastern Transmission Corporation aver- 
aged 694 million cubic feet per day during 1978, compared 
with 592 million in 1977. The sales were made at the con- 
tract price of 21 cents per thousand cubic feet although the 
increased volume came from newly developed fields in the 
Gulf of Mexico, which otherwise could have qualified for 
rates of about $1.50 per thousand. 

In Canada, higher wellhead prices enabled the Company 
to post a three-percent increase in 1978 operating earnings 
for exploration and production to $215 million, despite 
a two-percent decline in crude oil production and a 10-per- 
cent drop in natural gas volumes. A limit on exports to the 
U.S. has resulted in between 20 and 25 percent of the Com- 
pany’s Canadian production being shut in. Refining and 
marketing earnings fell to $28 million for the year from 
$43 million in 1977 as severe market competition and over- 
capacity in eastern Canada reduced the volume of crude 
oil processed by 11 percent and refined product sales by 
five percent. 

European petroleum operations showed marked improve- 
ment, particularly in the fourth quarter, but still recorded 
a $9-million loss for the year. Gulf lifted its first two cargoes 


of North Sea crude oil during the year and recorded sharply — 


lower exploration expenses. Higher gasoline sales in the 
final three months and the benefits of higher margins as the 
dollar declined in value against local currencies, in which 
revenues are realized, enabled refining and marketing oper- 
ations to almost break even for the year. A $20-million 
downstream profit in 1977 included a gain on last-in, first- 
out (LIFO) inventory reductions of $46 million. 

Other foreign petroleum operations generated earnings 
of $147 million in 1978, compared with $182 million in 
1977. Foreign crude oil liftings declined eight percent dur- 
ing 1978 as a result of reduced demand early in the year, 
problems in Iran in the fourth quarter, and lower production 
and purchases in Angola under the participation agreement. 
On the plus side, higher volumes and government-granted 
price increases for refined products in Korea resulted in a 
substantial improvement in equity earnings. 

Worldwide chemical operations continued to be a dis- 
appointment, although earnings rose to $81 million from 
$75 million a year earlier. In the U.S., earnings attributable 
to Harshaw and Millmaster Onyx, which were part of the 
Kewanee acquisition, nearly offset declines in basic petro- 
chemicals and plastics. Overcapacity and deteriorating prices 
continued to hinder these traditional businesses, while start- 
up costs at two new plants also reduced 1978 results. 

Minerals clearly constituted a bright spot as earnings 
climbed to $45 million from $10 million in 1977. Although 
coal profits doubled to $32 million as production rose six 
percent to nine million tons, development work on uranium, 
oil shale and synthetic fuels projects resulted in a small 


minerals loss in the U.S. in 1978. Canadian uranium opera- 
tions also doubled in 1978 to $51 million as total produc- 
tion climbed nine percent to 2.8 million pounds. 

Gulf’s share of losses at General Atomic Company 
widened to $43 million for the year from $18 million, largely 
as the result of an additional loss provision of $25 million 
for the Fort St. Vrain plant in Colorado. 

Gulf’s U.S. income tax provision declined to $187 million 
in 1978 from $211 million in 1977, when an adjustment 
was made to increase the provision for taxes on prior-year, 
foreign-source income. Total foreign income taxes de- 
creased by $276 million in 1978 primarily reflecting lower 
taxes in Angola due to reduced equity production under the 
participation agreement. 

Higher financial charges were recorded during 1978 as 
interest costs increased and interest income declined as a 
result of a drawdown in the Company’s investment portfolio. 


Fourth-Quarter Earnings 

Earnings for the fourth quarter of 1978 were a record $253 
million, or $1.30 per share, compared with earnings of $175 
million, or 90 cents per share, in 1977. The 44.6-percent 
gain reflected both an improvement in operations and the 
adverse effect in 1977 of a tax adjustment. Total revenue 
rose 6.9 percent to $5.5 billion from $5.1 billion. 

Worldwide petroleum activities generated operating earn- 
ings of $396 million, an increase of 12 percent over the final 
quarter of 1977. Within the U.S., petroleum earnings ad- 
vanced by 38 percent to $252 million from $183 million. 
A 13-percent increase in gasoline sales to 520,000 barrels 
per day coupled with improved prices, enabled U.S. re- 
fining and marketing operations to double their earnings 
contribution to $99 million. Because of lower exploration 
activity, U.S. oil and gas producing activities posted a 
$20-million increase to $153 million. Crude oil production 
declined six percent to 324,000 barrels per day, reflecting 
the natural decline in output from the Company’s older 
fields. 

Canadian petroleum earnings declined by three percent 
to $72 million, largely due to reduced sales of natural gas. 

North Sea production enabled European exploration and 
production operations to record earnings. of $2 million, 
compared with a $5-million loss in the 1977 quarter. Higher 
gasoline sales resulted in earnings of $14 million for Euro- 
pean refining and marketing operations. Downstream earn- 
ings of $35 million in the final 1977 period included LIFO 
inventory gains of $28 million. 

Earnings attributable to other foreign petroleum opera- 
tions declined to $56 million from $67 million, largely as a 
result of reduced volume from Iran and Angola. 

Improvements in Europe accounted for an increase in 
worldwide chemical earnings to $29 million from $19 
million. 

Minerals earned $23 million, compared with a loss of $3 
million a year ago, when a coal strike shut down Gulf’s 
midwestern mines. A portion of the $25 million in Canadian 
uranium earnings recorded during the quarter was attribut- 
able to the sale of approximately 200,000 pounds of ura- 
nium at market prices to General Atomic. However, an off- 


setting loss was recorded by General Atomic on this trans- 
action and contributed to the $21-million loss for the quar- 
ter. This loss also included a $10-million loss provision for 
the Fort St. Vrain plant. 

Total income tax expense was $305 and $379 million for 
the 1978 and 1977 fourth quarters, which equates to effec- 
tive tax rates of 55 and 68 percent, respectively. These de- 
creases primarily reflect lower U.S. taxes from a year ago 
when an adjustment was made to increase the provision for 
taxes on prior-year, foreign-source income. The decrease in 
foreign taxes primarily reflected lower taxes in Angola due 
to reduced equity production under the participation agree- 
ment. 


Quarterly Financial Data 


The Company’s unaudited results of operations for each 
quarterly period of 1978 and 1977 are summarized below. 


Millions of Dollars 


Sales and Income 
Other Before 
Operating Taxeson Net Net Income 
Revenues Income Income Per Share 
1978 Quarters 
Birstepcart anaes etees $ 4,837 $ 434 $155 $ .79 
Second tansianinst.: 4,666 464 175 .90 
Tobias lt aac cero ene 4,991 470 208 1.07 
Ourthieeeee aries. 5,398 558 253 1.30 
AV Cate tetris with s $19,892 $1,926 $791 $4.06 
1977 Quarters 
Birstie ts. 6. ee: $ 4,803 $ 544 $166 $ .85 
SECON Mer atcmy cia. uic 4,761 593 216 Wattil 
GMa zeliey So Gas PaO eeenCR ERS 4,987 496 195 1.00 
IS OULt Hanes ari eiccn 5,044 554 175 .90 
BY CAL Me icra Crt hens $19,595 $2,187 $752 $3.86 
Debt 


Long-term debt of $1.49 billion at December 31, 1978 re- 
flects an increase of $182 million from the balance at Decem- 
ber 31, 1977. This increase is due to $321 million in new 
borrowings, primarily intermediate bank borrowings ar- 
ranged to take advantage of their flexible provisions in a 
period of high interest rates, offset by maturities and a $31- 
million prepayment of Swiss franc denominated debt, which 
completed a program of reducing the Company’s hard cur- 
rency indebtedness. 

During 1978, the Company continued to utilize short- 
term financing arrangements and, at December 31, 1978, 
outstanding short-term notes and commercial paper totaled 
$136 million which represented eight percent of total debt. 
In addition, the Company continued its sales of customer 
accounts receivable to its affiliated domestic finance sub- 
sidiary. 

Although long-term debt increased during 1978, the Com- 
pany’s debt-to-capitalization ratio was only 16 percent at 
December 31, 1978. Obligations payable in foreign curren- 
cies were 13 percent of long-term debt at year-end 1978, 
compared with 16 percent at the end of 1977. Canadian 
dollar indebtedness of Gulf Canada of $139 million repre- 
sents 73 percent of foreign currency long-term debt at 
December 31, 1978. 


Working Capital 

During 1978, cash and marketable securities decreased by 
$80 million to $1.08 billion. This balance represented 73 
percent of long-term debt at December 31, 1978. 

The decrease in cash and marketable securities was par- 
tially offset by a $57-million increase in noncash working 
capital which resulted in a decrease in working capital of 
$23 million in 1978, compared with a $1.04 billion decrease 
inv L977, 

The increase in noncash working capital was due pri- 
marily to an increase in accounts receivable and reductions 
in notes payable and the U.S. and foreign income tax lia- 
bility, partially offset by an increase in other current lia- 
bilities. 

Working capital of $922 and $945 million at December 
31, 1978 and 1977, respectively, represented approximately 
nine percent of employed capital at the end of those years. 


Expenditures 

During 1978, the Company spent $2.13 billion on world- 
wide capital and exploration projects. Total expenditures 
by the Company for the expansion, improvement and re- 
placement of properties, business investments and explora- 
tion and dry hole expenses were distributed as follows: 


Millions 
of Dollars 
1978 1977 
Petroleum 
Exploration and development 
United States—Oil and gas .........-....... $ 838 $1,239 
Canada—Olleand) gases. nce) ee ee arene 184 214 
@anada=Vari Sands 2cmisractncutctemuets eteniaa ® 72 97 
Burope=North'Sea givneut aint bret acinar 143 101 
Other! Foreignipaweerot nc cee eta een LUT eae S 
MPOTAL Wat halen hyo ath aban Mote eaae meen ees 1,344 1,729 
INaturalfgaspliquids’s -wtmau-aipucitnneane i iecieatti 60 63 
Relining andemarketing snmnareeninms armen 309 314 
Internationalemarincemmat nett toinnte in oe oe ee 
‘Lotaleretroleum us a man eee ee 1,735 2,183 
Chemicals <irrec necromancer een tue hve ate ginec aes 139 174 
Minerals soir. chy peti nteraige dotcunumakaa ageeceunt ments 192 120 
Corporate iesv.cnni hcl Wein aie aie taeple te tear este esaie 15 67 
Business investments 
Kewaneeslndustriess; ncy umn dranoniinene aie — 455 
Othenyeesinn ah weaken pies hehe arn cuanto 4s _si4 
$2,129 $3,013 


Oil and Gas Accounting Standards 
Beginning in 1979, the Company will modify its successful 
efforts accounting practices for oil and gas exploration and 
production activities to comply with new SEC regulations. 
The major changes which Gulf will make as a result of 
the new requirements will be the capitalization of develop- 
ment dry hole costs and changes in the methods of amor- 
tizing capitalized costs, including the acquisition costs of un- 
proved properties. 
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These changes, which will be implemented effective Jan- 


Market Prices Per Share 


uary 1, 1979, are not expected to have a material effect on 19789 1977107 lo 
either retained earnings or net income. However, the im- High 20 ses eee oe esis $265  $30% $29% $23% $25% 
plementation of these changes in 1979 may result in a re- TOW ie ee 22% 825% 20% 17% 16 
1078 ander fnancialictatenients Close se feidatons otersteraretens 23% 26% 28% 20% 17% 
statement o and prior year ; Shares traded 

H (Thousands) ...... 34,634 24,249 34,778 23,190 16,375 
Foreign Currency a 
Foreign currency exchange adjustments increased other — Quarterly Stock Price Ranges ane Oniden’— 
revenues by $14 million in 1978 and had no effect in 1977. DS ae Ee. an 

: : : : : High Low Div. High Low  Dyiv. 
The increase in 1978 resulted primarily from translation of Quarters re igen ga a Pe 
Canadian dollar-denominated debt as that currency weak- First 22.3). . $2658 $2334 $.475 $30% $2742 $.45 

. ee 5 
ened in respect to the U.S. dollar. In 1977, a similar bene- a eas a oat oe ane Soe ee 

° . : DE Ta hattere Ani 8 2 ° 8 8 . 

ficial effect was offset by losses in the translation of foreign erate SY 25% 2214 ~~A75 8% 5a ATS 


currency-denominated working capital. 

The Company’s exposure to translation adjustments is 
limited as its foreign currency-denominated debt has been 
significantly reduced in recent years. 

Changes in the U.S. dollar value of foreign currencies 
have an effect on the Company’s results of operations in 
countries where sales revenues are received in foreign cur- 
rencies. Since the Company’s foreign crude oil purchase 
costs are generally U.S. dollar denominated, such costs are 
not subject to currency effects. In both 1978 and 1977, the 
strengthening of foreign currencies against the U.S. dollar 
benefited foreign operations. These benefits are reflected in 
higher net operating revenues. 


Capital Stock and Dividends 

Gulf’s Capital Stock is listed on the New York, Midwest, 
Toronto and Swiss stock exchanges. The New York 
Stock Exchange is the principal market in which the Com- 
pany’s Capital Stock is traded. The following table sets 
forth the high and low sales prices of the Company’s 
stock during the period indicated, as reported by The Wall 
Street Journal. 


Over the past five years, the Company’s stock has con- 
sistently traded below book value as measured by Share- 
holders’ Equity per share. The closing price for the year 
of $23.375 equated to 59 percent of Shareholders’ Equity 
of $39.78 per share. 

Gulf’s annual dividends per share have increased each 
year since 1973, and over the past five years have averaged 
41 percent of earnings. Cash dividends of $1.90 per share in 
1978 represented 47 percent of earnings and provided Gulf’s 
shareholders with a return of 7.8 percent on the average 
stock price of $24.375 per share. 

Gulf’s automatic Dividend Reinvestment Plan, available 
to all shareholders, was amended on January 1, 1979. The 
plan is now administered by the Company without a service 
charge, although participants do proportionately share in 
the brokerage fees. Some 20,000 shareholders enrolled in 
the plan during 1978, lifting the number of participants at 
year-end to 51,134, or 17 percent of the individual ac- 
counts. Shareholders wishing to take advantage of this plan 
should write to: Gulf Oil Corporation, Dividend Reinvest- 
ment Plan, P. O. Box 1166, Pittsburgh, Pennsylvania 15230. 


Year Ended December 31 


Financial Ratios 1978 Loon 1976 1975 1974 
Short-term ratios: s at 

Cash and marketable securities to current liabilities ................. .26 .27 47 50 43 

Acid-test (a) lz deisejore tia wt qaton e312 Oe ere ST eee .89 .89 RL, ifort} 1.12 

Current -assets to.current liabilities) see ere eee 1.22 122, 1.47 1.48 1.40 

Current debt to total debt (including current portion) ............... 12 « lly mul .14 al 
Capital and long-term ratios: 

Long-termidebt to total capitalization) (b)) +11. na ts 16 ails) 14 alg sl) 

Net propertiesito long-term)! debthse1)... ae ee eee 6.09 6.37 5.68 4.82 4.10 

Interest coverage:i(C) wo Moiese see ee Ce ee 7.23 7.84 8.49 TQs: 9.80 
Return on investment ratios: 

Income as a percent of average employed capital (d) ................ 8.73 8.91 10.42 RSIS) 14.55 

Net income as a percent of average shareholders’ equity ............. 10.48 10.53 12.18 TALS 18.65 
Performance ratios: 

Neb income as;aipercent of/sales(e) mary ae ene ae 4.38 4.22 4.96 4.91 6.47 

Salés:to: total assets:(€). i aseerdeinnacs Gee ee 1.20 1.25 122: 115: 1231 
Dividend ratios: 

Percent of met Income’ jc cds sah be cee Oe Oe ee 47 48 41 47 29 

Percent: of cash flow’ (icon aeene e se eee 20 23 22 22 17/ 

Yield on average stock’ price!.s.1, Gases ae ee 7.79 6.52 6.97 8.27 7.66 


Amounts used above which are not defined elsewhere in this report are represented by the following: 


(a) Acid-test: cash, marketable securities and receivables to current liabilities. 
(b) Capitalization: total of long-term debt and shareholders’ equity. 

(c) Interest coverage: ratio of net income and interest expense to interest expense. 
(d) Income: net income and minority interest and interest expense net of tax. 


(e) Sales: sales and other operating revenues less consumer excise taxes. 
(f) Cash flow: funds from operations. 


Consolidated Statement of Income and Retained Earnings 


REVENUES 


Sales and other operating revenues (including consumer excise taxes) 
Be Ueat MCMC Me esis ha eek be ee ae 
Equity in earnings (Note 10) 
Other revenues (Note 24) 


DEDUCTIONS 


Purchased crude oil and products 


Operating expenses 


Selling, general and administrative expenses 
Taxes other than income taxes (Note 7) 
Depreciation, depletion, amortization and retirements (Note 9) 
Exploration and dry hole expenses (Note 8 ) 
Department of Energy entitlements 
Interest on long-term financing 
Income applicable to minority interests 


INCOME BEFORE TAXES ON INCOME 


TAXES ON INCOME (Note 7) 
NG: SES 5 ekg ie Sa) ae 
INR TU . oeh oo ge 


CASH DIVIDENDS 


RETAINED EARNINGS AT END OF YEAR 


PER-SHARE DATA 


INCURITICOIM CMP RIM tel ciicr cs eiclaia-s sme oe 
Cash dividends ..... + Be Ve cee aaa 


able ie! (ec Je <6) (6. we 6) et Ble. 4) 0) 0) 0! 0 


Buel rains) -S\Cs Se ows ee 8 1 (m6) et ey oie 


di Xeijiel 6) @) elie @% le. je uate lie) eles, Videl ew GSLs Awl is. ielloy leis) \Ssen7e 


© © @ ef fe we © 10 10 (6 ere: (Ver © @) @ 6: 6-6, © ce Us; ce eine. 6: 


SS isdn: Foto sukss ars: a oncunte atch een mune Ace ee Re eee 23 
Sethe gy Ae i a a aed a EAR Sen th ay 


Sh ena ae Pn Pee OO MRP ea OK hk i 10,867 


Si cB ROR a Ere TE ET ae ice Bick 251 
5 Bigs n Cel en eR er RE NOR mp a RR Cer Sa our tan 127 


Certain amounts for 1977 have been reclassified to conform to presentation adopted in 1978. 


The notes on pages 30 to 44 are an integral part of the financial statements. 


Millions of Dollars 
Year Ended December 31 
1978 1977 
A ire eae $19,892 $19,595 
der okchohee th cas oS sages Miniete Guan Sia eee 123 149 
2S 
47 
20,097 19,816 
10,936 
Eee Ser ree es 1,793 1,521 
Ieee esa aoe ey eR ae 1,502 1,415 
se Wotebiah op'egee Tae ce te. ols sms BY scene e-Sae hes WEA ae ee 2,354 2,192 
ee eee eet 826 684 
ea ee Me ER iti rae hpi Aas G 401 490 
DS2: 
110 
OLA ste ARR) MRM ene PURER ae A 5 Fal ca Sa 50 49 
18,171 17,629 
Sis Ss canst oh se WS RSs eect eae 1,926 2,187 
Shue ean RAS aes Mae ee sal fee ee 187 211 
PR et eee et ten Oni ti cs ha 948 1,224 
1,135 1,435 
wh bsast Ren Rae eo eke ahs Eke en nace 791 fhy- 
See, Seen ha ee 08 ae ne a 6,192 5,800 
of Sica Serie SO Ae ty yt cee mae eae (371) (360) 
ET Teeth Pe Ey 5, hess $ 6,612 $ 6,192 
$ 4.06 $ 3.86 
$ 1.90 Sal-85 
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Consolidated Statement of Financial Position 


Millions of Dollars 
December 31 
1978 1977 
ASSETS 
Current assets 
Cash and marketable securities (Note 2)3,s2 os 22 ee $ 1,084 $ 1,164 
Receivables (less allowances of $44 and $44 million) (Note3) .............. 2,674 2,596 
Inventories (Note 4)... .6 e:0 es aa. w aa tae aii a ae ee me ee oe oe ren eer 1,339 1,369 
Prepaid expenses ..-- 00.6... e eee eet eee ee neers we eee sao 65 58 
Total current ‘assets: 3.6 .'s'c coe ee ee i reel = eee cert etree 5,162 DL87 
Properties (less accumulated depreciation of $6,718 and $6,347 million) (Note 9) 9,063 8,332 
Investments in affiliated and associated companies (Note 10) .................. 605 468 
Long-term receivables and other investments (less allowances of $40 and 
$57 million) (Note:1) °. 9:3 4 Se ee ie et ee ae eh eee een ve ane 154 200 
Deferred: ‘charges’. sacs 4).\/ so ee ee a ee SRG ee te rarer 52 48 
TOTAL ‘ASSETS | oo. 00 cis fc eaes, aha oes teres ee ce ae eee rece $15,036 ~ $14,235 
LIABILITIES 
Current liabilities 
Accounts. payable: 3. ooo) 5 ose aig sgl Germ Gi tee eer ee, $ 2,379 $ 2,416 
Notes payable and current long-term debt (Notes 13 and14) ................ 205 264 
Consumer ‘Sales. and excise. taxes payable i057 eee seen er 148 135 
Accrued United States and foreign income taxes = oe iu yp ue eects 384 469 
Other current liabilities =.% 8) 2< Sine eee ee ee ie ene 1,124 958 
Total: current liabilities ccc yy as ee ee 4,240 4,242 
Long-term debt, (Note. L3)).\\.)00 os Gin + wea «ented ore secant sa mnie renee tiers 1,489 1,307 
Deferred production payment proceeds (Note 16)m arpa re 88 120 
Deferred income:taxes; (Note 7) c2itiie er esne see eater ee etree re errr ee 814 619 
Other. long-term “liabilities f.0...)..0 geese ose ee eee 183 179 
Minority interests (Note 17) ........... Brrr a eesti, Men caren 465 431 
TOTAL, LIABILITIES (ck ae 7,279 6,898 
SHAREHOLDERS’ EQUITY 
Capital stock—authorized 300,000,000 shares, without par value; 
issued 211,910,826 shares stated atc), gu esccesnastueen ean peter er 883 883 
Paid-in'capital’ 461.3). 60) Jind eee Che er” oe 697 698 
Retained earnings 0... Avie: aka pu ee Se ene eee a Sane eae 6,612 6,192 
8,192 ae AE. 
Less 16,914,831 and 16,942,335 shares in treasury, at cost (Note21) ........... 435 436 
TOTAL SHAREHOLDERS’ EQUITY ................... ccc cue eeee Thghew| ge h hy 
TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY 


Glee katte aa $15,036 $14,235 


Certain amounts for 1977 have been reclassified to conform to presentation adopted in 1978. 


The notes on pages 30 to 44 are an integral part of the financial statements. 


Consolidated Statement of Changes in Financial Position 


FUNDS PROVIDED BY: 

ING eI ONIG Meni are Siew sicher Tne Voc (ok Ganie Gil ace Cao OSs Coad cae ae 

Income charges (credits) not affecting funds: 
Depreciation, depletion, amortization and retirements 
Income applicable to minority interests 
Deferred income taxes 
RO ECBO LOCH LS MR WaE BME esc ali coh age), eo alc at snd Skcdes phd wae h8 hd EME Rat 
PAUs Se LORILOP CATIONS felt ais o iia gins vce ciate glia aGSo ih aon anc la eee ae ae 
New financing including production payment proceeds ................. 
Working capital acquired—Kewanee Industries, Inc. (Note 15) 
PEOCC CSMLEOMMESALCS, OLUPLOPEILIES 03. lie Push cen a6 hw ob bra ane 
Reductions of investments and long-term receivables 
Other—net 


Vi ia) (8) je) .ej tee) -@, tere, Le) vevape ra. 
@ 59 is 0, Je) KeeNor te: jer ele ie) /o, efter Ww: .ieliw, (a: ie) 16% el ep piiecise le 


emerge We |S ie “ale he Je "eh ec esse sera je Yoh e. qn) ei 19 -18/ <8) cer Wo me set-siie! (0) lee) 0) 8 hele ve terre 


Cr 


Ce 


See a) Manes Ome a. (OM19N wie he. \B) "ai y8) 08) 18) <8’ (0 0 (6; vk 19-8, *O-10/ 58) ip), <w) 18; 0, 501,06), 0) 6) bP a) a; Ter) @ | ese) a) sy et eee trey op 


FUNDS USED FOR: 
IbrOpentics Pande DUSINESS IN VESUITIENIS oy Gti. aac GiB ad «acs vie os Wace eleven 
Acquisition of Kewanee Industries, Inc. (Note 15) 0.5.66. .s secu ce eee 
PD IGCIIC SME eee et ian (PUIG! . yd ste epee ice Whee Weal dha, ec ela) Alta Oates 
Reductions of long-term debt and production payments ................ 
iMmereasessin investments and long-term receivables’). 2... . 6. Wiac'5 ees: 


PG we Sealey ORKING CAPITALS |, tire srw sg migisiin vs oi epeltenee Gua lens ihe 


LESS INCREASE (DECREASE) IN NONCASH WORKING CAPITAL: 
Esa Sve Hees 1, OS ee Segre Pay 
JPISASGTEL 5 o gel er Pons RL ty ORE PPP ce ee reo Cen G 
at MC TICS Seer reer NGE ee AA en oro aia sched hans sig eeactye iiete abe eee nA 
SCRE AVMEMIRS (OR WEL OU 2) 7 Send tn ame an Vr anes tat SIM Oe cae UP ar iR Sor i AU Oar ri 
INGtesupayaulesancdacurrent one-term "debt 3) ois cet... sos nisi o ed ote tace lotto mys 
ENC PCUMINCOITIOR LAKES tina nimi Wvth thee, Finn spite! Wa tale over wce & gir dbset ahaa bee 
WUICEMCULTETICAULADINILICS Dat is Pitas etasia tulahiny 0S aisle alka soe dodanie eee 


DECREASE IN CASH AND MARKETABLE SECURITIES ............ 
CASH AND MARKETABLE SECURITIES AT END OF YEAR (Note 2) 


Millions of Dollars 
Year Ended December 31 

1978 1977 

ote. $ 791 Dot oe 
Aes $26 684 
ae cn 50 49 
ig See 210 136 
aheas (30) (36) 
tence 1,847 1,585 
tt 321 233 
Liar aa 125 
Ant 106 79 
oe: 92 65 
ee 11 a 
2,377 2,100 

at i 1,728 2,068 
Soa _ 455 
Seka 371 360 
Shs cats 166 1A 
ae epaans 135 85 
2,400 3,139 
ee. (23) (1,039) 
ay Has 78 (71) 
See (30) 427. 
Se 7 17 
ree 37 (99) 
wise eae 59 C125) 
pe gaae 85 96 
Se (179) 81 
57 (214) 
ee $ (80) $ (825) 
ee $1,084 $1,164 


Certain amounts for 1977 have been reclassified to conform to presentation adopted in 1978. 


The notes on pages 30 to 44 are an integral part of the financial statements. 


29 


30 


Notes to Financial Statements 


Note 1—Summary of Accounting Policies 


This summary of the major accounting policies of Gulf 
Oil Corporation and its consolidated subsidiaries is pre- 
sented to assist the reader in evaluating the Company’s 
financial statements. The accounting policies employed by 
the Company are in accordance with generally accepted 
accounting principles in the United States. In those instances 
in which more than one generally accepted accounting prin- 
ciple can be applied, the Company has adopted and con- 
sistently applied in all material respects the accounting 
principle which it believes most accurately and fairly re- 
flects its financial position and results of operations. 


Exploration and Development Expenditures 


Oil and ‘Gas 


In the petroleum industry, the most significant accounting 
policy relates to the method of accounting for the explora- 
tion and the development of oil and gas reserves. In this 
regard, the Company’s capitalization policy follows the 
“successful effort” concept in that drilling and equipment 
costs are capitalized only on successful wells. All explora- 
tory costs including successful geological and geophysical 
costs, annual delay rentals on undeveloped leases and all 
dry hole costs are charged to income as incurred. The costs 


of drilling discovery wells in remote frontier areas where . 


future production is not reasonably assured are also charged 
to income as incurred. See Oil and Gas Accounting Stand- 
ards on page 25 in the Financial Review. 


Minerals 


Exploration and development expenditures are charged to 
income as incurred until a project is determined to be eco- 
nomically feasible. Expenditures subsequent to such deter- 
mination are capitalized and amortized in accordance with 
the Company’s policy. 


Depreciation, Depletion, Amortization and Retirements 


Oil and Gas 


Provisions for depreciation, depletion and amortization 
of lease and well equipment, intangible drilling costs appli- 
cable to productive wells, and undeveloped and developed 
leasehold costs represent charges per unit of production 
based on the estimated proved developed oil and gas reserves 
in each country. Undeveloped leasehold costs in countries 
where production has not yet commenced are amortized on 
a straight-line basis over five years. See Oil and Gas Ac- 
counting Standards on page 25 in the Financial Review. 


Minerals 


Provisions for depreciation, depletion and amortization 
of capitalized exploration and development expenditures 
follow the unit-of-production method based on estimated 
developed recoverable reserves of individual producing 
properties. 


Other 


Provisions for depreciation and amortization of all other 
properties are generally determined on the group basis using 
the straight-line method based on estimated remaining eco- 
nomic useful lives of groups of related properties. Rates are 
revised when a change in life expectancy becomes apparent. 


Retirements, Maintenance and Repairs 


Properties retired or otherwise disposed of are eliminated 
from the property accounts and the amounts, after adjust- 
ment for salvage and dismantling expenses, are charged to 
accumulated depreciation or depletion. Only gains and losses 
on extraordinary retirements or retirements involving entire 
groups of properties are charged or credited to income. 

Maintenance and repairs are charged to income, and re- 
newals and betterments which extend the economic useful 
life of properties are capitalized. 


Principles of Consolidation 


The accounts of Gulf Oil Corporation and all subsidiary 
companies more than 50-percent owned are included in the 
consolidated financial statements except for a subsidiary en- 
gaged in insurance activities and a domestic finance sub- 
sidiary. The insurance and finance subsidiaries (affiliated 
companies) and all other investments 20-to-50-percent 
owned (associated companies) are accounted for on the 
equity method. The only significant majority-owned subsid- 
iary is Gulf Canada Limited in which the Company has a 
68-percent interest. 

Intercompany transactions are eliminated in consolida- 
tion. 


Translation of Foreign Currency 


Balances and transactions in foreign currencies have been 
translated to U.S. dollars as follows: cash, receivables, cur- 
rent liabilities, long-term debt and minority interest—at 
current rates; all other assets and liabilities—at historical 
rates; revenues and expenses (except those that relate to 
assets and liabilities translated at historical rates )—at aver- 
age monthly rates. Gains or losses on foreign currency trans- 
lation are included in results of operations in the period 
incurred. 


Inventory Valuation 


Crude oil, petroleum products, chemicals and certain 
merchandise inventories generally are valued at cost ap- 
plied on the “last-in, first-out” (LIFO) basis, which in 
the aggregate is lower than market value. Inventories of 
Canadian subsidiaries and of certain industrial and spe- 
cialty chemicals generally are valued at the lower of cost 
applied on a “‘first-in, first-out’ (FIFO) basis or market 
value. Materials and supplies are valued at average cost or 
less depending on the condition of the items. 


Income Taxes 


Deferred income taxes have been provided for those 
items of revenue and expense which have been recognized 


in different periods for financial reporting and income tax 


purposes. Investment tax credits are accounted for as a 
reduction of income taxes in the year in which the qualified 
assets are placed in service to the extent that such credits 
are allowable. 


Crude Oil Transactions 


In addition to its own production, the Company purchases 
large volumes of crude oil from other producers and sells 
crude oil not required for its own use. The Company records 
such purchases as purchase costs and such sales as revenues 
except that Gulf Canada nets such crude oil sales revenues 
against crude oil purchase costs, because of the brokerage 
nature of its crude oil transactions. 


Interest Costs 
Interest costs are charged to income as incurred. 


Pensions 

Pension costs are determined by outside actuaries. Pay- 
ments are generally made in the year following accrual. 
Prior service costs are amortized and funded over varying 
periods for the different plans but generally for no more 
than 15 years. 


Research and Development Expenditures 


Research and development expenditures are charged to 
income as incurred. 


Earnings Per Share 


Earnings per share is calculated based upon the daily 
weighted average of the number of shares outstanding during 
the year. 


Note 2—Cash and Marketable Securities 


Millions of Dollars — 
December 31 
1978 1977 
(ASS, casi ee eS ee ee $ 121 $967 
Time deposits and certificates of deposit .. 618 578 
Marketable: SeCULILIES so... ses). os oo 345 519 
$1,084 $1,164 
WnttedeStatesmmemnerrrteris Grlncie seen cll cha.s $ 347 $ 342 
Gana d aarp rt eit Sees ton iaeisisgi ss.6. 0! 286 248 
FRONDS oon pore oO GOO Oe IOS OCI aCe 201 248 
Cie Rm OLE UTM Wel ye dicieh vie dis Hass visas 250 1326, 
$1,084 $1,164 


Marketable securities are stated at cost, which approxi- 
mates market. 


Note 3—Receivables 


December 31 
1978 1977 
GustOmersese an tostct chien eee $1,959 $1,796 
Affiliated and associated companies ..... 318 417 
Otherireceivablesw.nran ce aem ret rece 441 427 
2,718 2,640 
Allowance for doubtful accounts ........ (44) (44) 
$2,674 $2,596 
United ‘States .)-smssntontatecrewie son $ 728 $ 606 
Canada wee iene non rn ar cere 473 493 
BuUropes coat wcre oe ee eaten SN a eet oreyr es 401 370 
Other: Foreign ett: seek Noes eee eer 1,072 2) 
$2,674 $2,596 


In 1978 and 1977, provisions of $5 and $18 million, 
respectively, were credited to the allowance for doubtful 
accounts. Other charges and credits, principally write-offs 
and recoveries, were $7 and $2 million, respectively, in 
1978 and $9 and $3 million, respectively, in 1977. In addi- 
tion $16 million of the allowance for doubtful accounts was 
transferred to the Company’s affiliated domestic finance 
subsidiary in 1977 in connection with the sale to it of 
customer receivables. 


Note 4—Inventories 


Millions of Dollars 
December 31 
1978 1977 
LIFO a7 a 
Petroleum 
WnitedsStatesiracwiearte ote $ 333 $ 279 
BUrOPe assent lois Seatenece oie at ogere wise 186 113 
Others Foreigner camer ie 21 74 
Chemicals 
UinitedsStateswusce = sures ees ctr 63 74 
BULOPeieeta. nant oterercv tome ie ore tenearererane 13 24 
Others horeigngerne aoe eee tee 5 5 
Merchandis@ynacayie.ce ie cit ccatere osetia 10 13 
631 582) 
FIFO 
RetroleummcCanad 9) mneerceer eee 306 406 
Chemicalsierecctent cee rotate te ce 106 98 
Other seh we cratortpestetee Gea ae eeteee sere iL 20 
439 524 
Average Cost 
Matenialssand:supplicsemertnetien ere 253 239 
Others rnin cc tetera ee ore aati ceeeee 16 24 
269 263 
$1,339 $1,369 
WUnitedsStates water aces cee toner $ 643 Sil 
Canadas cnc mone pacts camer tee ate 373 466 
BUropeiacceratic cicteetere omereevoc Mareen cgeette 226 162 
Other#Poreign: nna sees ern 97 170 
$1,339 $1,369 


Quantity decreases in certain LIFO pools increased earn- 
ings by $15 and $54 million, after considering taxes, in 1978 
and 1977, respectively. LIFO inventories were $1.31 and 
$1.19 billion less than current cost at December 31, 1978 
and 1977, respectively. 
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Note 5—Nuclear Partnership and Related Litigation 


The Company and Scallop Nuclear Inc., a Royal Dutch/ 
Shell Group Company, own and operate General Atomic 
Company, a 50-50 partnership engaged in the nuclear busi- 
ness. This business includes nuclear research and develop- 
ment activities, the construction of the Fort St. Vrain plant, 
a 50-percent interest in Allied-General Nuclear Services 
(AGNS) and uranium and light water fuel supply activities. 
The partnership agreement provides that the capital require- 
ments of the partnership will be contributed equally by the 
partners, except that by a 1978 amendment to the partner- 
ship agreement, Gulf has assumed responsibility for a major 
portion of the partnership’s capital requirements related to 
an anticipated uranium shortfall in 1979 and 1980 which is 
discussed later in this footnote. 

The investment in this partnership is accounted for on an 
equity basis. At December 31, 1978, the Company’s share 
of losses exceeded its investment by $11 million and at 
December 31, 1977 the Company’s investment exceeded its 
share of losses by $4 million. These investments are reflected 
in the accompanying Statement of Financial Position as 
follows: Millions of Dollars 

December 31 


1978 19s 

Investments in affiliated and associated 
COMPANiles Hansa eee eae $ 52 $ 14 
Other current Itabilities’.,... «one. ser _ (63) _ (0) 
Net investimentsnyruecneinc seeerae tenis ines $(11) $4 


The amount included in other current liabilities repre- 
sents the Company’s anticipated capital requirements for 
the subsequent year related to previously recorded loss pro- 
visions and the anticipated uranium shortfall in 1979 and 
1980. 


The net investment in this partnership is summarized 


below: Millions of Dollars 
December 31 

1978 1977 
Current assets’. em acmemresrr anchors aan ent aeer $ 21 $ 16 
InvestmentinvAGNSiemwnnrncenenie 54 54 
INét properticsivarra: scum een rene itnere 13 14 
Other: assets 4. .'cctn as eee een enn cena 5 5 
Total, assets \.7..c5 dicen mee eae ies 93 89 
Current liabilities 4 ...cque eee ~ 30 aah 
Provision for future losses ............. 74 65 
Total liabilities’... «antes Renee “104 pss 
Net‘investment®... ace see eee $(11) $ 4 


Changes in the Company’s investment during the years 
ended December 31, 1978 and 1977 are summarized as 


follows: Millions of Dollars 
1978 «1977 
Net mvesitment January 1 jee eee $ 4 $(30) 
Operating losses —U'S; ... 4.0.5 eee (16) (16) 
-—Foreign |. sn eee (2) (2) 
Provision for future losses ............. (25) = 
Additional investments ................ 28 52 
Net investment December 31 ........... $(11) $4 


The Company's share of losses realized and charged to 
the provision for future losses were $16 and $32 million 
in the years 1978 and 1977, respectively. 


In 1978, efforts continued to resolve the prolonged me- 
chanical and regulatory problems which have prevented full- 
power operation of the Fort St. Vrain plant that was con- 
structed for the Public Service Company of Colorado 
(PSC). As a result of additional problems encountered, 
the acceptance of the plant by PSC was further delayed and 
resulted in additions to the provision for future losses of 
which the Company’s share was $25 million. 

Negotiations for the acceptance of the plant by PSC are 
in progress. While a definitive agreement remains to be de- 
veloped, it is anticipated that General Atomic will provide 
certain substantial payments, certain equipment, parts and 
technical services to PSC over the next several years. The 
company expects that the major portion of the estimated 
cost of the agreement under discussion will be covered by 
the provision for future losses recorded at December 31, 
1978. 

In connection with its nuclear business, General Atomic 
has entered into arrangements for the purchase of uranium 
to meet its nuclear fuel commitments to electric utilities. 
Since 1974, efforts by certain uranium suppliers to avoid 
fulfilling their contracts with General Atomic have resulted 
in extensive litigation. This, in turn, has led to controversies 
with certain electric utilities to which General Atomic had 
committed (or is alleged to have committed) uranium. 
Some progress has been made toward resolving these ura- 
nium disputes. At present, sales arrangements may exist for 
up to 24 million pounds of uranium at an average price of 
$17 per pound. Under these sales arrangements 13 million 
pounds are currently in litigation which is described below. 
While the deliveries under these sales arrangements extend 
over the next 10 years, the current spot market price for 
uranium is approximately $43 per pound. General Atomic 
has purchase arrangements for 38 million pounds of uranium 
from non-related supplier companies. Four lawsuits with 
uranium suppliers are currently pending which affect 36 mil- 
lion pounds of this supply. In seeking to avoid their contracts, 
the uranium suppliers generally allege fraud, commercial im- 
practicability, mutual mistake and violation of antitrust laws. 
If these suppliers were held to be relieved of their contractual 
obligations to General Atomic, such result may or may not 
relieve General Atomic of its disputed commitments to the 
electric utilities. Certain allegations in the litigation with 
uranium suppliers relate to the period prior to the formation 
of General Atomic when its business was wholly owned by 
the Company. 

The principal lawsuit with uranium suppliers, involving 
two contracts covering 22 million pounds of uranium at 
specified prices, was brought by United Nuclear Corporation. 
on December 31, 1975 in the Santa Fe District Court, State 
of New Mexico. Trial commenced in late 1977 and was 
halted in March 1978 when the trial court rendered a de- 
fault judgment against General Atomic because in the 
court’s view it had not furnished certain documents and in- 
formation. General Atomic’s position is that such documents 
and information were either furnished or could not be fur- 
nished because of prohibitions of Canadian law. The prin- 
cipal effect of the default judgment and subsequent orders 
of the court was to void United Nuclear’s uranium supply 
contracts, to establish damages aggregating $22 million in 


favor of United Nuclear and Indiana & Michigan Electric 
Company (a party joined in the suit) and to direct General 
Atomic’s specific performance of its contract with Indiana & 
Michigan, as discussed below. General Atomic has appealed 
the trial court’s actions to the New Mexico Supreme Court, 
where briefs have been filed. Apart from its appeal, General 
Atomic is seeking to have most of its disputes with United 
Nuclear resolved in an arbitration proceeding commenced 
by General Atomic after the New Mexico trial court order 
blocking arbitration was overturned by the United States 
and New Mexico Supreme Courts in June 1978. Legal issues 
concerning jurisdictional matters are being considered by 
the panel. Although there is no assurance that the trial court 
will be reversed on appeal or that, if it is reversed, General 
Atomic will succeed in a trial on the merits or in any arbi- 
tration proceeding, the Company continues to believe that 
General Atomic has relevant and meritorious defenses to the 
United Nuclear suit and ultimately ought to substantially 
prevail. 

Two other suits with uranium suppliers are also pending 
in New Mexico. One was instituted by General Atomic on 
February 10, 1976 in the State District Court in Albu- 
querque against Ranchers Exploration and Development 
Corporation and HNG Oil Company involving the validity of 
a contract to supply two million pounds of uranium at speci- 
fied prices with an option for up to an additional five million 
pounds on a cost-plus basis. In early 1979, the parties to this 
lawsuit reached an understanding in principle on a basis for 
a compromise settlement. If the settlement is not consum- 
mated, court proceedings are expected to resume in April 
1979. The second, brought by Reserve Oil & Minerals Corpo- 
ration and Sohio Petroleum Company in the United States 
District Court for New Mexico on September 22, 1977, 
essentially seeks rescission of a supply contract covering 5.5 
million pounds of uranium. General Atomic has filed a 
counterclaim seeking $230 million in actual damages and 
$230 million in punitive damages for breach of contract. This 
proceeding is in the discovery stage and no trial date has 
been set. 

The fourth lawsuit with a supplier was instituted by 
General Atomic on April 7, 1978 against Exxon Nuclear 
Company, Inc. in the United States District Court for the 
Southern District of California seeking a declaration of the 
validity of a contract to supply six million pounds of ura- 
nium. The defendant and Exxon Corporation have counter- 
claimed against General Atomic, the Company and Scallop 
Nuclear seeking a declaration that the supply contract is 
void and treble damages in an unspecified amount. This 
action is in the discovery stage and no trial date has been 
set. 

General Atomic’s alleged commitments to supply approxi- 
mately 13 million pounds of uranium to three utilities are in 
dispute. In March 1978, General Atomic settled its dispute 
with a fourth utility, The Detroit Edison Company, with 
some increase in price. One of the pending disputes is with 
Indiana & Michigan Electric Company which had been 
joined in the United Nuclear suit discussed above. The New 
Mexico trial court, following the default judgment referred 
to above, ordered General Atomic to perform its contract to 
deliver 3.2 million pounds of uranium to and fabricate fuel 


for Indiana & Michigan at an additional cost of $19 million 
and to pay money damages of approximately $16 million. 

In proceedings involving the disputes with the other two 
utility companies, General Atomic is seeking determinations 
that it has no pending commitments to deliver 9.5 million 
pounds of uranium to such utilities. One of these, an arbitra- 
tion proceeding involving Commonwealth Edison Company 
(in which United Nuclear is also a party), is expected to be 
heard in Chicago in 1979. The other proceeding was com- 
menced by Pennsylvania Power and Light Company in No- 
vember 1974 in the Court of Common Pleas, Lehigh County, 
Pennsylvania, and should be tried also this year. 

The Company believes that General Atomic has relevant 
and meritorious defenses to the allegations and the issues 
raised by both the uranium suppliers and the electric utilities 
and, therefore, believes that General Atomic ought to sub- 
stantially prevail in this uranium litigation. 

The outcome of the uranium disputes will largely deter- 
mine General Atomic’s long-term uranium requirements 
and its ability to meet its obligations to the electric utilities. 
The sales commitments (including those being contested, 
as discussed above) with the utilities call for deliveries of 
various amounts through 1988. Pending resolution of the 
litigation, General Atomic expects that in 1979 and 1980 
it faces a uranium shortfall of up to 3.2 million pounds, 
which at current market prices would cost approximately 
$97 million in excess of sales revenues from the utilities. By 
a 1978 amendment to the partnership agreement, the Com- 
pany has agreed to use its best efforts to sell General Atomic 
sufficient quantities of uranium from its existing production 
sources to substantially cover such shortage. Although Gen- 
eral Atomic’s selling prices to the electric utilities will be 
significantly below current market prices, the Company does 
not expect to incur a significant loss on a consolidated basis 
because projected costs are expected to approximate the 
average of such selling prices. Although the Company will 
not realize the substantial profit which otherwise might have 
resulted if such uranium were sold at current market prices 
during 1979 and 1980, the Company expects that the eco- 
nomic impact of providing this uranium will eventually be 
recovered from General Atomic. 

Scallop Nuclear has stated that it expects the Company 
to be fully responsible for any economic impact of the ura- 
nium litigation on General Atomic which might result from 
antitrust allegations against the Company. In discussions 
with the Company concerning General Atomic, Scallop 
Nuclear has also contended that the Company might have 
certain other liabilities to Scallop Nuclear or General Atomic 
in connection with General Atomic’s formation or related 
to its uranium and light water fuel supply activities. Pend- 
ing the resolution of these matters, the partners concur in 
the method of handling General Atomic’s 1979 and 1980 
interim uranium shortage discussed above. Currently, the 
partners have under consideration a proposal that the Com- 
pany acquire Scallop Nuclear’s fifty percent interest in Gen- 
eral Atomic’s uranium and light water fuel supply activities 
(which exclude nuclear research and development activi- 
ties, the Fort St. Vrain Project and the AGNS investment) 
for a cash payment by the Company in which event, after 
an exchange of releases, all profits or losses arising from 
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those activities and the litigation discussed above would be 
for the account of the Company. 

The Company believes that resolution of the matters dis- 
cussed in this footnote, taken as a whole, will not have a 
material adverse effect on the Company’s consolidated 
financial position and no provision for loss has been made. 

Allied-General Nuclear Services (AGNS), a partnership 
of General Atomic and Allied Chemical Nuclear Products, 
Inc., has built a facility at Barnwell, South Carolina, to re- 
cover uranium and plutonium from the spent fuel of nuclear 
reactors. The Company’s share of the investment in AGNS 
is $54 million. The viability of this plant and performance 
under related fuel-reprocessing agreements depends upon the 
resolution of several uncertainties, including licensing prob- 
lems, nuclear proliferation issues, government funding and 
certain other matters subject to government regulation. 

President Carter has stated that commercial reprocessing 
of spent nuclear fuel will be indefinitely deferred and gov- 
ernment policies have created substantial uncertainties for 
the future of commercial spent fuel reprocessing in the 
U. S. It is the Company’s view that commercial reprocessing 
by private companies will not be permitted in the U. S. in the 
foreseeable future, and that, for this reason among others, 
AGNS is excused from performing existing contracts for re- 
processing services. 

AGNS continued in a research and development mode 
during 1978 with a major portion of the operating funds 
provided under a Department of Energy contract. While the 
decisions of the President and current government policies 
have adversely affected prospects for commercial operation 
of the Barnwell facility and could jeopardize the Company’s 
investment, the Company continues to believe that the use of 
the Barnwell facility will be of important assistance in the 
ultimate solution of the handling of spent nuclear fuél re- 
sulting from the operation of nuclear reactors. Accordingly, 
the Company has made no provision for loss on its share 
of General Atomic’s investment in AGNS. 


Note 6—Uranium Litigation 

On October 15, 1976, Westinghouse Electric Corpora- 
tion filed a complaint in the United States District Court 
for the Northern District of Illinois against the Company 
and 28 other uranium producers, including a subsidiary of 
the Company. The complaint alleges that the defendants 
have fixed and increased prices and other terms of uranium 
sales, have allocated the market and have refused to deal 
with certain uranium purchasers, including plaintiff, in vio- 
lation of federal antitrust laws. Plaintiff seeks injunctive 
relief plus treble damages in an unspecified amount. In May 
1978, the Company filed its answer denying the allegations 
of unlawful conduct and asserting the defenses of the Act 
of State Doctrine and foreign compulsion. In addition, the 
Company filed a counterclaim alleging that Westinghouse 
had monopolized the manufacture and sale of nuclear reac- 
tors and fabricated nuclear fuel and the sale of uranium 
and had engaged in illegal combinations and conspiracies 
and unfair competition to destroy the Company in the nu- 
clear reactor and fabricated nuclear fuel business. The 
Company’s counterclaim seeks treble damages in an unspeci- 
fied amount and an injunction against further unlawful con- 


duct by Westinghouse. 

Other developments in this lawsuit during 1978 mainly 
involved document and interrogatory discovery, which had 
been stayed pending rulings on motions of the Company 
and other defendants to disqualify counsel for Westing- 
house. After the District Court had denied such motion, the 
Seventh Circuit Court of Appeals reversed the lower court, 
and counsel for Westinghouse (as well as counsel for 
United Nuclear, which is also a defendant) were disquali- 
fied. Trial of this action is scheduled to commence in 1980. 

On November 18, 1977, the Tennessee Valley Authority 
(TVA) brought suit against eight companies engaged in the 
production or marketing of uranium, including the Company 
and one of its subsidiaries. The complaint filed in the 
United States District Court for the Eastern District of 
Tennessee alleges that the defendants have combined and 
conspired to fix the price of uranium in violation of federal 
antitrust laws and have violated the Tennessee Valley 
Authority Act. Plaintiff seeks treble damages in an un- 
specified amount, plus injunctive relief. The Company and 
its subsidiaries have denied TVA’s allegations, have filed 
appropriate defenses and have moved to dismiss the count 
alleging a violation of the Tennessee Valley Authority Act. 
In July 1978, the United States Judicial Panel on Multi- 
District Litigation ordered that the litigation be consoli- 
dated for purposes of discovery with the Westinghouse suit 
in the United States District Court for the Northern District 
of Illinois. Discovery proceedings are under EE but no 
trial date has been set. 

Both Westinghouse and TVA have specifically charged 
that the Company’s involvement with a foreign uranium 
marketing arrangement or “cartel” had a substantial effect 
in increasing the price of uranium, and that those plaintiffs 
may sustain substantial damages as a result of the alleged 
marketing arrangement. Such charge is also involved in 
certain issues in other litigation described in Note 5. The 
Company denies such assertion. Its position is that its Cana- 
dian subsidiary was required by the Canadian government 
to participate in the foreign uranium marketing arrangement. 
The Canadian government has transmitted several diplo- 
matic notes and filed an “amicus” brief which the Company 
has used to support its position. The Company further denies 
that such involvement had any substantial effect in increas- 
ing the price of uranium or otherwise constituted a violation 
of antitrust laws. 

The Company believes that it has relevant and meritori- 
ous defenses to the allegations made by both Westinghouse 
and TVA. The Company further believes that the resolution 
of the uranium litigation with Westinghouse and TVA will. 
not have a material adverse effect.on the Company’s con- 
solidated financial position and no provision for loss has 
been made. 

The investigation of the uranium industry conducted by 
the Federal Grand Jury sitting in Washington, D.C. termi- 
nated in 1978 without any indictment against the Com- 
pany. This action concluded with the U.S. Department of 
Justice filing a misdemeanor information against the Com- 
pany charging anti-competitive actions under the Sherman 
Act. The Company, without admitting guilt, pleaded nolo 
contendere and was fined $40,000. 


Note 7—Taxes 


Millions of Dollars 
Total United States Foreign 

1978 ee tod 1978 1977 1978 1977 

Income taxes 
COTTE, enc ceca ako A $ 925 $1,299 $ 36 $ 139 $ 889 $1,160 
Weterred@eprrancercsee Veeck esis eislely's vans dows Le dime 210 136 151 72 59 64 
OtalminCOMentaxeS#rsaa seme cleo) eiic.c pic ys coos Sore ae 1,135 1,435 187 211 948 1,224 
Taxes other than income os ats AaF 2) 
OMSUIMCEEE KCISC Maree arae se vinie's cc ae ack 4 elds, sie eerhius es 1,823 IL SSS 807 779 1,016 976 
PN CBV AL ONCI MEP enters ierscerelneterire (wis ciaielao, «.eaoiee ie avauslecs 183 174 148 143 35 31 
Wal ESEAMCGUSE Remit ete sastet Cee reuetele's 5 stuarcie aisles auene-aaainwaite 115 111 22 19 93 92 
ma POLEsdUtiesmemm tte ets acre er aicieie 2 sus sais aaneteretc Slee. « chao 147 115 17 16 130 99 
Othe rarer erect kotote sas easels lots ens) sie. e)e cio: atolls 4: Saye wie saree ee 86 37 50 14 36 23 
otaluraxessotherthanrincomes ssc. ne eee ae ane 2,354 2,192 1,044 971 1,310 i927) 
ED OLAIRCAXCS MPN eer eats ie )eocicars ce 6 os 6.5 44. vel Dalat eedeae 6 $3,489 $3,627 $1,231 $1,182 $2,258 $2,445 


Deferred taxes relating to significant timing differences have been provided as follows: 


Intangible drilling and development costs ................ 


Depreciation 
Other 


ayeivvela)isiinl's)is\ie\ ie) (e)'s ‘9 #\a\ |e)» (0) «| 8)\e «0: (0) (e's 0; ©.\s/\0!|s) '0\\e\ 18 
a) 0) 9 (e110) © © (0, © «8: 0) 0 \6)e 6 0 0 0 6 6 0 6 alate oe © stent 0 8 0 6 6 ee owe os 


q>iolis* 1a! ie) 010) Je: 's) 0) (6) =) 0) \9) 0, (9\ (e!' im. 9.16.0. 


The Company’s federal tax liabilities for all years prior 
to 1971 have been settled and paid. The Company believes 
that adequate provision has been made for income taxes 
which may become payable in settlement of open tax years. 

The Company pays taxes to a number of foreign countries 
under various tax systems. The Internal Revenue Service 
and Treasury Department have undertaken a program to 
review foreign tax systems generally to determine which 
taxes offset U.S. tax otherwise due on foreign income 
earned by U.S. taxpayers. The Company believes that its 
treatment of foreign taxes for U.S. tax purposes is in ac- 
cordance with the U.S. law. 

No deferred taxes have been recognized for the Com- 
pany’s share of the undistributed earnings of certain subsid- 
iaries and joint ventures, which were $613 million at De- 
cember 31, 1978, since these earnings are considered to be 
indefinitely reinvested. 

Total income tax expense was $1,135 and $1,435 million, 
which equates to effective tax rates of 59 and 66 percent, 


Millions of Dollars 


Total United States Foreign 
1977 1978 1977 1978 1977 
$ 62 $ 78 3 SH) $ 10 $ 5 
64 34 15 45 49 
mis B39 Ie Bl 10 
$136 $151 72 59 64 


on pretax earnings for 1978 and 1977, respectively. The 
following schedule reconciles the difference between the U.S. 
statutory tax rate and the effective rate: 


1978 1977 
Amount %of Amount % of 
in Pretax in Pretax 
Millions Income Millions Income 
U.S. statutory tax rate........ $ 924 48% $1,050 48% 
Increase (decrease) resulting 
from: 
Foreign taxes at rates in excess 
Of the U.Sstaxinatemy.. ce 309 16 Ay i 
Investment tax credits ...... (88) (5) (66) (3) 
Othersacteroee tee tne (10) — C4) 
Effective tax rate ............ $1,135 59% $1,435 66% 


The decrease in foreign taxes reflects a reduction in An- 
golan taxes caused by lower equity production under the 
participation agreement. 
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Note 8—Exploration and Development Expenditures 


Millions of Dollars 
Expenditures Depreciation Net Capitalized 
Charged to Etc. Charged Expenditures 
Income Capitalized to Income December 31 
1978 1977 1978 1977 1978 1977 1978 1977 
United States Care Cae a ee Reb) hee Tae res 
Oil ‘and! ga8 6003s Spies See ee $201 $272 * $ 637 $ 967 $414 $328 $3,368 $3,169 
Coal cd eek chalaticns stacs = cieic ie eoiel eel te ciekenemens 1 a 59 43 10 8 230 185 
UW raniumiicviciunecerccia sis utvanee eo roren arene a 17 36 4] 4 1 166 136 
Oil shale iain vite oe tos) cco esate eae ela erent 3 4 31 — 8 — a7 2 
Other. ist hewck Gece: eee ed eens — 1 Sage Relies 2 3 
216 9298) 763 1,052 437 SEEIE 3,793 3,495 
Canada 
Oiliand® gas.) 2S ee eerie 99 106 85 108 29 19 323 251 
Tar sands: iets oslo a cucetieceuctardielteleseennereiars — 1 72 96 = 5 344 272 
Coal oa a aac oki staes His sire nennes er eumen te mreee enemas 1 — 40 — — — 40 — 
Urania) teach eek oo acl tsar. pO) es 4 3 Se ets 24 25 
106 113 201 207 34 2a, 731 548 
Europe—North Sea—Oil and gas ............. 14 33 129 68 4 1 274 153 
Other Foreign—Oil and gas ................. a) _ 46 42 82 _ 21 B30) 107 at Ne 
$401 $490 $1,135 $1,359 $496 $395 $4,905 $4,310 
Of the net capitalized expenditures, $879 and $1,386 For information concerning the Company’s reserves see the 
million relate to recently acquired leases and undeveloped unaudited Reserve Data on pages 45 through 47. 
properties at December 31, 1978 and 1977, respectively. 
Note 9—Properties Millions of Dollars 
December 31 Year 
Gross Investment Net Depreciation Etc. Expenditures 
at Cost Investment Charged to Income Capitalized 
1978 1977 1978 1977 1978 1977 1978 1977 
United States Biase eae cre ey etsy eae: erage aoa 
Petroleum—Exploration and development .... $ 6,478  $ 6,041 $3,368 $3,169 $ 414 $ 328 $ . 637 $ 967 
—Natural gas liquids ............ 349 313 173 150 12 10 47 54 
—Refining and marketing ......... 2,424 2,389 1,166 1,156 94 92 148 Ae VPAN) 
Chemicals: 0i5.0. evra cee erate teen eee 1,173 1,056 856 789 56 42 123 161 
Minerals 's52uho.sscate te one ot eaee 588 466 425 326 23 9 126 85 
Corporate acuie a wien cone heen pean iets 222 212 138 143 22 12s, 15 67 
11,234 10,477 6,126 5,733 621 493 1,096 1,454 
Canada 
Petroleum—Exploration and development .... 937 767 667 523 29 24 157 204 
—Natural gas liquids ............ 186 173 98 94 10 10 13 9 
—Refining and marketing ......... 1,130 1,053 653 609 49 43 104 154 
Chemicals (oui dces cies sale sa ere 122 103 §3 40 6 6 6 2 
Minerals! isi ia. sankey cis eee ene eee vii 33 64 25 5 3 44 3} 
2,452 2,129 1,535 1,291 99 86 324 Bie 
Europe 
Petroleum—Exploration and development .... 282 158 274 153 4 1 129 68 - 
—Refining and marketing ......... 682 663 382 383 33 Sil 45 35 
Chemicals ’)o...a. sits cates See ee 130 123 719 80 8 Uf yf 8 
1,094 944 735 616 45 39 181 11 
Other Foreign 
Petroleum—Exploration and development .... 182 292 107 114 21 30 42 32 
—Refining and marketing ......... 109 102 63 56 4 4 12 5 
—International marine ........... 677 704 477 502 33 30 22 WV 
Chemicals: a: 7. hie wes oie ee ee 33 31 20 20 3 2 3 3 
1,001 1,129 667 692 61 66 79 117 


$15,781 $14,679 $9,063 $8,332 $ 826 $ 684 $1,680 $2,054 


Note 10—Investments in Affiliated and Associated 
Companies 

Selected financial information on the Company’s invest- 
ments in affiliated and associated companies (except for the 
Company’s investment in the nuclear partnership which was 
$52 and $14 million at December 31, 1978 and 1977, re- 
spectively) are as follows: 

Millions of Dollars 
December 31 
1978 1977 
Affiliated Associated Affiliated Associated 


Ota asses mecca ceees sees « $649 $1,330 $63 1 Sia, 
Total liabilities .......... 505 = 1,038 = 519 935 
INCE aSSCtSiecs geese aes 144 292 112 237 
INGNEINGES. o.diduio 5 ain aoe _ 28 89 pels) 87 

$172 $ 381 $130 $ 324 


WinitedUStatesiecmier s4 . 6c $ 93 $ 43 $ 68 sO 
@anadageewe veins a sess — 14 — 16 
lauygeyeYe! nA? 5, cn Oineenee — 178 — 135 
Other Foreign .......... 79 146 62 143 


$172 $ 381 $130 


The Company’s equity in earnings (losses) of these com- 
panies is summarized as follows: 
Millions of Dollars 


1978 1977 
Affiliated Associated Affiliated Associated 

IREVeNUeSmiecvion «aca « $133 $2,446 $111 $2,107 
Equity in earnings ....... $ 6 $ 60 Se(S) ee Sea 
Writed(Statestan. sce. +s $— $ 25 Si (6) ns 8 
@anadagemensnc. shee. sae — a — 3 
IBULOPC enter nwicim cies fies Ges -— 17 — 28 
Other Foreign .......... 6 18 1 

$ 6 $ 60 0. (S)) $ 648 
Cash dividends received... $ 13 $ 28 10 $ 629 


The Company’s affiliated domestic finance subsidiary is- 
sues commercial paper to finance the purchase of customer 
accounts receivable from the Company. 

In 1977, the Company decided to divest its interest in its 
affiliated real estate subsidiaries. Significant progress was 
made towards this divestment in 1978 and the Company 
does not expect its completion to have a significant impact 
on future earnings. 

As of December 31, 1978, the Company was contingently 
liable for guarantees of debt of affiliated and associated 
companies in the amount of $54 million. 


Note 11—Long-Term Receivables and Other Investments 


Millions of Dollars 
December 31 
1978 eis7 
Wong-termimeceivablesi am. miae aie oa arenes el $ 168 $ 233 
Other investments (at Cost) Gu... ers 26 24 
194 257, 
Allowance for doubtful accounts ........... (40) (S92) 
$ 154 $ 200 
Wnited States cs. casei sancoe wish conc mekeine aes $ 35 nt OS) 
Canad aeerscs duncat ssravels of desu aise cenemoeereen onal: 30 32 
RULODG pie acute, cu area skereyu eencienetel one tecemokasiecaone 29 37 
Other Porelen eric veces cei le eens _ 60 106 
$ 154 $ 200 


In 1978, a provision of $5 million was credited to the al- 
lowance for doubtful accounts. Charges, principally write- 
offs, were $22 million in 1978 and $3 million in 1977. 


Note 12—Pension Plans 


The Company has various pension plans covering sub- 
stantially all of its employees. The provisions for the cost of 
these pension plans charged to income for the years 1978 
and 1977 were $144 and $110 million, respectively. At 
December 31, 1978, unamortized prior service costs of all 
the various pension plans aggregated approximately $469 
million. 

The Company’s principal plan, the Gulf Pension Plan, 
covers the majority of its U.S. employees. A summary of 
changes in the fund investments, including receivables from 
the Company, for this Plan during 1978 and 1977 follows: 


Millions of Dollars 

Year Ended 

December 31 
1978 1977 
Investments at January 1, at cost ........ $863 $800 
Companyscontributionsmeenyeniee een ine 100 86 
EUndhincome sence eiaeniion conte oienat skin 42 37 
Benenitsspaldia aemresrectetiitas tedsisr sient criaarce: __(63) _ (60) 
Investments at December 31, at cost .... $942 $863 
Market value at December 31 .......... $955 $868 


Based on the most recent actuarial valuation of the Gulf 
Pension Plan, the market value of plan assets and balance 
sheet accruals at December 31, 1978 exceeded the actuari- 
ally computed value of vested benefits. The actuarially com- 
puted value of vested benefits under the pension plan of 
Gulf Canada exceeded that plan’s assets by approximately 
$62 million at December 31, 1978. 
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Note 13—Long-Term Debt 


United States dollars 


8% % sinking fund debentures payable 1981 through 1995 .......... 
658% sinking fund debentures payable 1981 through 1993 ........... 
814 and 8.56% promissory notes payable 1981 through 1986*......... 
836% notes payable 1997 sin nr. setercietlsltenuerereht ist tel tet ia i noes 


33% to 5.65% notes payable 1979 through 1990 


7 to 9% debentures payable 1979 through 1987.................... 
1134 and 12.1% promissory notes payable 1982 and 1988* ........... 
3% to 5.3% bonds payable 1979 through 1997 ©. 22.02. 0 ss... oe oe 


5.35% sinking fund debentures payable 1982 through 1991 
Capital lease obligations, payable through 1993 


Other debentures and notes, payable through 2000 .................. 


Foreign currencies 


Canadian dollars—5% to 84%% payable 1979 through 1990 ......... 


Italian lire—4% above Italian discount rate payable 1979 through 1985 


Other currenciéss. cn 356 fs AA ea ee ee cece eer ere 


Included in ‘current: liabilities. 6425.5 62 wee eer eee 


eiiw ate, [0[ euke. ef wwitfe) wei vec O! twine, er ere ne: 


Millions of Dollars 


December 31 

1978 1977 
BRAN OR ie gnr erie te he Met cto Ne $ 200 $ 200 
Pe NCS RANE rte imbegas age os.rh fees 182 191 
ORS Ae eon eee SUG Ga ODEO mE 170 — 
PE EEN I i ce ih ties hs cao COND 125 125 
Pears Sere GMe BEML Pith 4 Bidtha.d'c. f 116 126 
SIC EN x rea nium Ry aS th 2 113 135 
Berens Homie tion Momma mnienn 0"c 100 — 
PE ee ete BIG at A Pa UE oe RR iS 65 74 
ree re ee pair mlon Gasca e 64 68 
Fre ee Ee reset tes (CECA ia Ah Fa 36 40 
Ui gesethe a loll Blabiyence tise eee ieee oe oer Tne 166 194 
1,337 1,153 

5 ss se UL ERS EE ae Te oe ee ER 163 184 
eee cere ney PAC aS Merino wae Cen gaat a, 26 29 
BT per sk AUR Cn ivrtae tis aire a Bia atid HAE 32 54 
1,558 142 

Soha curios Bie Mace tneee coe home aes ar eee ae eS 69 113 
$1,489 $1,307 


Approximate maturities in the years 1980 through 1983 are $66, $120, $146 and $191 million, respectively. 
*Notes bear interest at variable rates; interest rates shown are at December 31, 1978. 


Note 14—Short-Term Debt 


Short-term notes payable at December 31, 1978 and 1977 
were $136 and $151 million, respectively, and the related 
weighted average interest rates were 9.21 and 8.48 percent. 
The average aggregate short-term notes payable outstanding 
during 1978 and 1977 were $189 and $80 million, respec- 
tively, and the weighted average interest rates for all such 
short-term notes payable were 7.51 and 7.28 percent, re- 
spectively. The maximum aggregate amount outstanding 
at any month-end in 1978 was $280 million, and in 1977 
was $167 million. 

At December 31, 1978, the Company had available ap- 
proximately $461 million in unused lines of credit from 
banks. These lines are generally without compensating bal- 
ance requirements or fees and can be withdrawn at the 
option of the bank after giving notice to the Company. Gulf 
Canada has additional lines of $169 million for which it 
pays fees, at prevailing market rates, on the unused portion 
of the line. Borrowings under any of these lines of credit 


would generally bear interest at prime commercial lending 
rates. 


Note 15—Kewanee Acquisition 


On September 19, 1977, the Company acquired all of the 
outstanding stock of Kewanee Industries, Inc. for an aggre- 
gate cash purchase price of $455 million. The acquisition of 
Kewanee has been accounted for as a purchase transaction. 
Accordingly, the Company has included the results of opera- 
tions of Kewanee since October 1, 1977. 


Note 16—Deferred Production Payment Proceeds 


In 1975, the Company entered into two agreements (pro- 
duction payments) for the sale of economic interests in fu- 
ture production from certain oil and gas fields in the Gulf 
of Mexico and from the expansion of a coal mine in New 
Mexico. Under the terms of the agreements, the Company 
has dedicated percentages of production revenues for the 
repayment of the purchase amounts and for interest on the 
purchaser’s financing arrangements. 

Repayment of the production payments is being made 
solely out of the revenues derived from recovered hydro- 
carbons or minerals produced from the properties. Produc- 
tion from the oil and gas fields began in 1976 and resulted in 
repayments of $32 and $36 million in 1978 and 1977, re- 
spectively. Repayment of the production payment related to 
the coal properties is scheduled to begin during 1979. 


Note 17—Minority Interests 


Minority interests in the equity of consolidated subsid- 
iaries, primarily Gulf Canada, were comprised of the fol- 
lowing: 


Millions of Dollars 

December 31 
1978 1977 
Capital stock... 2 ica tote eee ere $115 $112 
Retained [earnings aetna _ 350 319 
$465 $431 


Note 18—Contingent Liabilities 

On July 18, 1973, the Federal Trade Commission (FTC) 
issued a complaint against the Company and seven other 
major petroleum companies charging violation of Section 5 
of the Federal Trade Commission Act and alleging a combi- 
nation or agreement to monopolize crude oil refining. The 
complaint states no specific relief, but the FTC may ask for 
divestiture of certain of the Company’s operations. This 
proceeding to date has dealt mostly with discovery matters, 
particularly the scope of the FTC’s subpoenas. On Decem- 
ber 15, 1978, Gulf and five of the other respondent com- 
panies filed suit against the FTC in the United States District 
Court for Indiana challenging the basis for the issuance of 
the complaint and the FTC’s conduct of this proceeding. In 
this suit, plaintiffs assert that the refusal of the FTC to 
provide plaintiffs with a detailed statement of any allegedly 
illegal acts which the FTC claims they have committed and 
to provide plaintiffs prompt access to the evidence, if any, 
in support thereof, is in violation of rights under the Due 
Process Clause of the Fifth Amendment to the United 
States Constitution. 

Seven states have brought class actions against the Com- 
pany and a number of other major oil companies in federal 
district courts. These actions have been instituted by Florida 
(July 9, 1973), Connecticut (July 25, 1973), Kansas (Oc- 
tober 8, 1974), California (June 25, 1975), Arizona (July 
22, 1976), Oregon (February 10, 1977) and Washington 
(August 15, 1977). They allege, among other things, that 
the defendants combined and conspired to restrain trade 
in the exploration, production, transportation and sale of 
crude oil and in the refining, distribution and marketing of 
petroleum products in violation of federal and state anti- 
trust laws. These suits seek treble damages in unspecified 
amounts and injunctive relief, including divestiture of crude 
oil exploration and production activities. The actions have 
been consolidated for pre-trial proceedings in the United 
States District Court for the Central District of California. 
Proceedings involving amended pleadings, discovery and 
pre-trial motions are under way. 

On December 4, 1974, a complaint was filed in the 
United States District Court for the Southern District of 
New York in Samuel J. Lefrak, et al. v. Arabian American 
Oil Company, et al. against the Company and other petro- 
leum companies alleging a conspiracy to fix and maintain 
prices of crude oil and petroleum products, especially home 
heating oil, in violation of federal and New York antitrust 
laws. The allegations are similar to those in six other suits 
since filed in the same court: Brompton Associates Com- 
pany et al. v. Arabian American Oil Company, et al.; 
Harry B. Helmsley, et al. v. Arabian American Oil Com- 
pany, et al.; Doris Kaskel, et al. v. Arabian American Oil 
Company, et al.; The New York City Housing Authority 


v. Arabian American Oil Company, et al.; Rochdale Vil- 
lage, Inc. vy. Arabian American Oil Company, et al.; and 
Rose Associates, Inc. et al. v. Arabian American Oil Com- 
pany, et al. The seven suits combined seek compensatory 
damages of approximately $94 million (before trebling), 
punitive damages of approximately $545 million and in- 
junctive relief. An additional similar suit, Lifton, et al. v. 
Arabian American Oil Company, Civil Action No. 78-C- 
1137, was filed during 1978 in the United States District 
Court, Eastern District of New York, against the Company 
and other petroleum companies and seeks compensatory 
damages in excess of $10,000 and punitive damages in an 
unspecified amount. 

On March 3, 1975, a suit was filed by Nelson Bunker 
Hunt (subsequently joined by W. Herbert Hunt and Lamar 
Hunt) in the United States District Court, Southern District 
of New York against the Company and other oil producers. 
Plaintiffs allege that defendants have combined and con- 
spired in unreasonable restraint of trade and commerce in 
violation of the Sherman Act and the Wilson Tariff Act and 
that defendants had an unlawful agreement to divide mar- 
kets and to refuse crude oil to plaintiffs. Damages of $125 
million (before trebling) and at least $90 million for breach 
of contract are claimed. In 1978, the District Court dis- 
missed plaintiffs’ claims based on such alleged violations and 
directed judgment for defendants. Plaintiffs have filed a 
notice of appeal to the United States Court of Appeals for 
the Second Circuit from the District Court’s judgment. The 
District Court did not pass upon plaintiffs’ breach of con- 
tract claims, stating that such claims are to be decided in an 
arbitration proceeding. 

The Company believes that the items described above 
will not have a material adverse effect on the Company’s 
consolidated financial position except that, with regard to 
the FTC complaint, the Company is unable to determine 
what effect, if any, this proceeding will have on future earn- 
ings of the Company. 

The Company is also a party to other administrative 
proceedings brought by governmental authorities pursuant 
to federal, state or local environmental protection laws or 
regulations which allege violations of such laws and seek 
injunctive relief or civil penalties. The Company does not 
believe that these proceedings are, in the aggregate, ma- 
terial to its operations or net assets and does not foresee 
any material loss or interruption of its operations as a 
result of any alleged violation of environmental laws or 
regulations. 

The Company was contingently liable for guarantees of 
loans payable by owners of service stations and others in 
the amount of $129 million, and also for loans payable by 
affiliated and associated companies as described in Note 10. 
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Note 19—Department of Energy (DOE) 

On July 26, 1978, the Company and the DOE entered 
into a proposed consent order settling all issues involved in 
the proposed disallowance by the DOE of approximately 
$74 million in landed costs of foreign crude oils imported 
into the United States by the Company between October 
1973 and May 1975 and landed costs of a certain crude 
oil through January 1976. The Company agreed to pay 
$42 million and the DOE agreed to develop a program to 
make distribution of the $42 million to persons who may 
have been overcharged and to pay any balance into the 
U.S. Treasury. 


On August 18, 1978, a complaint titled Joseph Stertz. 


and Louis DeNicola v. Gulf Oil Corporation and the United 
States of America, Stakeholder, was filed in the U.S. Dis- 
trict Court for the Eastern District of New York. The suit, 
which was amended on or about September 25, 1978, pur- 
ports to be a class action brought under Section 210 of the 
Economic Stabilization Act of 1970 on behalf of all pur- 
chasers of the Company’s products alleging violations of 
petroleum pricing regulations and based on the same issues 
resolved between the DOE and the Company in the con- 
sent order described above. The complaint asks for dam- 
ages in the amount of the proposed disallowance of $74 
million (trebled to $222 million) and asks that the $42- 
million settlement with the DOE be paid into court and 
allowed as a credit against such damages. In December 
1978 an amended complaint was filed in the U.S. District 
Court, Middle District of Florida, by Zenith Industries 
Company purporting to represent a class of electricity 
purchasers against the Company, DOE and others as de- 
fendants asking that the $42 million, subject of the consent 
order, be declared a constructive trust and an accounting 
be made to determine if plaintiffs are entitled to overcharges, 
treble damages and exemplary damages, all in unspecified 
amounts. Litigation is in the early pleading stages in these 
cases. 

On January 5, 1979, a suit titled The United States of 
America v. Gulf Oil Corporation was filed in the U.S. Dis- 
trict Court for the District of Columbia by the DOE. The 
suit challenges the Company’s computation of maximum 
allowable prices for natural gas liquids and natural gas 
liquids products under the pricing regulations. The suit asks 
that the Company make restitution of at least $11 million, 
plus interest, in the form of payments to the U.S. Treasury. 
The price computations questioned in this suit are also the 
subject of a suit filed by the Company on November 30, 
1978 titled Gulf Oil Corporation v. The Department of 
Energy in the U.S. District Court for the District of 
Delaware. 

In addition to the above issues, the Company, along 
with other oil and gas companies, continues to be subject 
to complex DOE pricing and allocation regulations and to 
extensive audits undertaken by the DOE. Such industry 
audits and DOE interpretations and application of regula- 
tions On a retroactive basis have raised numerous base 
period pricing and cost passthrough issues, and have led 
to numerous court actions filed by the various oil com- 
panies for interpretations of the regulations. The Company 


continues to be subject to these audits and the possibility 
of additional DOE claims but believes that it has complied 
with these laws and regulations. The Company believes that 
the items described in this footnote will not have a mate- 
rial adverse effect on the Company’s consolidated financial 
position. 


Note 20—Gas Sales Contract 

On April 17, 1978, the United States Supreme Court 
denied the Company’s motion for a rehearing of the Court’s 
earlier denial of a petition for writ of certiorari to review 
an order of the Federal Energy Regulatory Commission 
(FERC) which requires the Company to pay refunds to 
Texas Eastern Transmission Corporation. The FERC order 
determined that the Company had failed to comply with its 
contract with Texas Eastern dated January 4, 1964 with 
respect to deliveries of natural gas and that the Company 
was obligated to pay refunds to Texas Eastern in accordance 
with a formula stated in the order. 

The contract provides for the delivery of gas over a 26- 
year period or until 4.4 trillion cubic feet have been deliv- 
ered, whichever first occurs, at prices of 19 cents per thou- 
sand cubic feet (mcf) for the first 10 years, 21 cents per 
mef for the next 10 years and 22 cents per mcf thereafter. 
These prices are significantly below current area market 
rates. The contract further provides for delivery of a daily 
quantity of 500 million cubic feet (mmef), with an option 
for Texas Eastern to take up to 625 mmef per day. While 
average deliveries were less than 500 mmcef per day from 
1972 through 1976, the Company maintained average de- 
liveries of 592 mmef per day during 1977 and 694 mmef 
per day during 1978. 

In compliance with the FERC order, the Company has 
filed refund calculations which, including interest, total ap- 
proximately $79 million through December 31, 1978. As 
daily deliveries continue to exceed 625 mmcf per day, 
the amount of refund subsequently to be paid will be re- 
duced. Under the original order, the Company was granted 
the right to recover the amount of refunds paid after the 
Company had delivered an amount of gas equivalent to the 
contract amount less the amount of gas for which it paid 
refunds. Similar recoveries are also permitted as deliveries 
exceed 625 mmcf per day. 

On January 17, 1979, FERC issued an order giving no- 
tice, directing filings and setting certain issues for hearing. 
The order provides that the interest accrued on or after 
December 15, 1976 is to be passed on to customers of Texas 
Eastern without obligation on their part to allow the Com- . 
pany to recover such interest. The amount of such interest 
included in the total refund calculation approximates $12 
million. 

While the amount and timing of both the refunds and 
their subsequent recovery by the Company have not yet 
been established, it is anticipated that such refunds are 
likely to be paid during 1979. Since the Company believes 
it is entitled to subsequently recover the total amount 
refunded, the Company does not expect to incur any sig- 
nificant losses. 


Note 21—Stock Options 

Under the Company’s 1974 and 1968 Stock Option Plans, 
certain officers and employees of the Company and its sub- 
sidiaries have been granted stock options. No further 
options may be granted under the 1968 Plan. 

Options granted under the plans expire from 5 to 10 


years after the option date depending on the plan under. 


which the options were granted and whether the options 
were qualified (as defined in the Internal Revenue Code) 
or nonqualified. The 1974 Plan allows the granting of non- 
qualified stock options with a variable price feature and 
stock appreciation rights. No options have been granted 
with the variable price feature. Options with attendant 
stock appreciation rights entitle the optionee to surrender 
unexercised options to the Company in exchange for shares 
of capital stock of the Company having an aggregate value 
equal to the excess of the fair market value of one share 
over the option price per share times the number of shares 
covered by the options surrendered. The amount of com- 
pensation expense accrued during 1978 and 1977 relating 
to stock appreciation rights was insignificant. 

Changes in options outstanding during 1978 were as 
follows: 


Number of 

Shares 

Options outstanding at January 1, 1978 .......... 415,200 
Opionsectantedaereiser erie acts & skiscecn a None 

Less options: 

IED TOV Aal os old Roe DINO eee ee a eee 73,750 
ESXeLCISe CMaPesnr rar tale cae ted corc.sc, cetera sete «4 None 

Surrendered for stock appreciation rights ..... PA) TPO 

Options outstanding at December 31, 1978 ....... 318,700 


All options outstanding at December 31, 1978 are exer- 
cisable. The average option price per share of the options 
outstanding at December 31, 1978 was $21.53. Treasury 
shares reserved and available for granting options were 
2,874,250 and 3,734,950 shares at December 31, 1978 and 
1977, respectively. 


Note 22—Negotiations With Governments of Foreign Oil 
Producing Countries 

In 1978, the Angolan government issued a decree and 
published the protocol which established the finalization of 
the participation agreement under which the Angolan gov- 
ernment acquired a51-percent interest in the Company’s oil 
exploration and producing properties. The finalization of the 
agreement had no effect on 1978 earnings as the Company 
had made adequate provision for the settlement in prior 
years. 

The Company is a member of the Iranian Consortium 
and has the right to lift crude oil for export under an agree- 
ment between the Iranian government and the Consortium. 
Due to the political unrest in Iran, the Company’s liftings 
in that country were significantly reduced and at December 
31, 1978, essentially no crude oil production was available 
to members for export. Prior to this curtailment of produc- 
tion, the Company’s share of crude oil liftings had been 


approximately 250,000 barrels per day. Additional pur- 
chases by the Company averaged 40,000 barrels per day 
prior to the curtailment. 

Although the continuing unrest in Iran creates uncer- 
tainties as to the Company’s ability to resume its share of 
crude oil liftings in that country, the Company does not 
expect to incur any significant loss on its investment in 
Iran. The unavailability of this source of crude oil could, 
however, have a negative impact on future earnings. 

As part of the terms of the agreement, which was reached 
with the Ecuadorian government covering its purchase of 
Gulf’s operations in that country effective December 31, 
1976, final compensation to the Company is to be based on 
the net book value of assets as determined in an audit by an 
international accounting firm. The audit is expected to be 
completed in early 1979. 


Note 23—Commitments 


The Company leases certain ocean tankers, service sta- 
tions and other facilities including office space, tank cars 
and automobiles under operating lease arrangements. These 
leases contain various renewal options, purchase options 
(principally the service stations) and escalation clauses. The 
total rental expense of all operating leases (including spot 
charters) in 1978 and 1977 was $267 and $263 million, 
respectively, after being reduced by related sublease rentals 
of $15 and $14 million, respectively. Future minimum rental 
commitments (net of immaterial noncancelable sublease 
rentals) required under operating leases having initial or re- 
maining noncancelable lease terms in excess of one year at 
December 31, 1978 are as follows: 


Millions of Dollars 


LO] OMA eee Ra chara tara aratohs eines Here Male ws $ 87 
LO SO Per rate mcrvenee Tote ie careieca tehar acre ers eed owners 70 
LOS Loner ar Meas nt eee Mey ee tere anche) cena caseieon i gekte 46 
LOS 2 Mier on tere, tarde Lave aRecae ts: extn letcen eine an ee 30 
LOS See eemteracnc tnt ottiare meArseee os tuetied- cok a caiet 749) 
AStCVRL OSS Bue eivnrtn oh iatiestamictaath Metta). tottantaceaee & ake 

$454 


For information relating to commitments of the nuclear 
partnership see Note 5. 

The Company has contractual commitments in the ordi- 
nary course of business for the acquisition or construction 
of properties and for the purchase of materials, supplies and 
services. These commitments are not considered significant 
in relation to the net assets of the Company. 

The Company also has contractual commitments to cer- 
tain companies in which it has equity interests to provide, as 
specified, minimum revenues from crude or product ship- 
ments or advance funds which can be applied against future 
transportation charges. It is anticipated that the shipments 
received by these companies along with other operating fac- 
tors will be at levels sufficient to provide them with the 
revenues necessary to meet their obligations. 
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Note 24—Foreign Currency Adjustments 
An analysis of the net foreign currency exchange adjust- 
ments included in income follows: 


Millions of Dollars 
Gain (Loss) 

1978 ee 

one-term debt; se ciwnivacte: dit noe trae $ 11 $ 16 
Working capital Grass soci crack cle ce ie mene Ae _(16) 
Exchange: Gainecacniee panies nie tener 14 — 
Minoritycinterest race eee screen tennonetogs (3) 1 
Tax: effect Gir. care ae ait ote oat elon 3 een 
$713 ees 
Catiada® ..Uisnscakse cise Oe er eee $5 $ (3) 
BUrOpe iia iisvece cus, sate reeled capone te one roped Ra _ Ue 
Other’ Poreign’.5 ade ce sae J88, ee) 
13 ees 


Exchange gains are included in other revenues. Included 
in the net adjustments were unrealized gains of $18 and $4 
million in 1978 and 1977, respectively. 


Report of Independent Accountants 


To the Shareholders and Board of Directors 
of Gulf Oil Corporation 


We have examined the consolidated statement of finan- 
cial position of Gulf Oil Corporation and its consolidated 
subsidiaries at December 31, 1978, and the related con- 
solidated statements of income and retained earnings and 
changes in financial position for the year then ended. Our 
examination was made in accordance with generally ac- 
cepted auditing standards and, accordingly, included such 
tests of the accounting records and such other auditing 
procedures as we considered necessary in the circumstances. 
The consolidated financial statements of Gulf Oil Corpo- 
ration and its subsidiaries for the year ended December 31, 
1977 were examined by other auditors whose opinion, 
dated February 28, 1978, on those statements was qualified 
as being subject to the effects, if any, on the 1977 consol- 
idated financial statements as might have been required 
had the outcome of the uncertainties referred to in the fol- 
lowing paragraph been known. 

As discussed in Notes 5 and 6, the Company and a part- 
nership in which the Company has a 50 percent interest 
are involved in a number of legal proceedings concerning 
uranium matters. Management believes that the resolution 
of these matters taken as a whole will not have a material 
adverse effect on the Company’s consolidated financial posi- 
tion. However, the ultimate outcome of these uncertainties 


Note 25—-Geographic and Segment Data 


Geographic and related business segment financial data 
are presented on pages 43 and 44. 


Note 26—Replacement Cost Data (Unaudited) 

The Securities and Exchange Commission requires the 
disclosure of replacement cost information of certain pro- 
ductive capacity and inventories and the related effect on 
depreciation expense and cost of sales. In general, the re- 
placement cost of these assets and any related depreciation 
expense is significantly higher than the comparable historical 
cost amounts. The effect of replacement cost on cost of sales 
is not significant. Shareholders who wish to obtain this in- 
formation may request a copy of the Company's Annual 
Report on Form 10-K in accordance with instructions on 
the inside cover. 


Note 27—Quarterly Financial Data (Unaudited) 


Results of operations by quarter for 1978 and 1977 are 
presented in the Financial Review on page 25. 


cannot presently be determined, and no provision for loss 
has been made. 

In our opinion, subject to the effects, if any, on the con- 
solidated financial statements of the ultimate resolution of 
the matters referred to in the preceding paragraph, the 
aforementioned consolidated financial statements present 
fairly the financial position of Gulf Oil Corporation and 
its consolidated subsidiaries at December 31, 1978 and the 
results of their operations and the changes in their financial 
position for the year then ended, in conformity with gen- 
erally accepted accounting principles applied on a basis 
consistent with that of the preceding year. 


Cooyanre) 


COOPERS & LYBRAND 
600 Grant Street 

Pittsburgh, Pennsylvania 15219 
February 21, 1979 


Geographic and Related Business Segment Financial Data 


The Company is primarily an integrated petroleum company with secondary operations in the chemicals, minerals and 
nuclear industries. Petroleum revenues are derived from the production of crude oil, natural gas and natural gas liquids as 
well as the refining and marketing of gasolines, distillates and residual fuel oils. Petroleum revenues are also obtained from 
the transportation of crude and products by the Company’s international tanker fleet. Chemicals revenues consist of petro- 


chemicals, plastics and a variety of industrial and specialty chemicals. Minerals revenues are derived from the sale of coal 
and uranium. 


OPERATING PROFIT (LOSS) 

Operating profit (loss) is total revenue of the business segment less related operating expenses. Corporate and financial 
items include equity earnings, interest income, interest on long-term financing and other general corporate expenses. Equity 
earnings are included in the geographic area of each equity company’s operation. All other items are distributed to the 
geographic areas based on a three-factor formula of external revenues, operating expenses and identifiable assets, except 
that corporate and financial items related to Gulf Canada are charged directly to Canada. Income taxes are charged directly 
to the geographic area of the taxing authority. 


Millions of Dollars 
1978 1977 1976* 1975* 1974* 
UNITED STATES nae pe er § asa pee 
Betroleum—— Exploration és productiONn ssc ces ces cies we eo oe os ecb en $ 559 $ 514 $ 516 $ 584 ay oulil 
PRC INING mA KeLIN Die ener w elorin.e Gide cia sina aida Se Sa 234 208 176 7 (28) 
(CSTNEAD 5 oo 5 haueiSiClOS BOO Lee OEE GCE Ee ee 42 49 122 17 182 
Mirna cial] simemepetnee Perce eta rotey ss iece ays eycl sca is Gieisratcle © Hane aht seule scales Gee wn (6) (17) (40) (39) (38) 
829 754 774 669 PAL 
INON-Opelating items NUCIEAT . o& . s4 fess disis ole cieed oho goes olde bug caw ence oils (41) (16) (17) (270) (181) 
—Corporate and financial items ..................... (87) (59) (37) (46) ae) 
=A CSO COM Camas irane hateices eas ecsteie arsine untae (187) (211) (226) (120) (61) 
OinitedaStatesmne tein comes wn cetera eters eae eerste oe ole se aeane 514 468 494 476 408 
CANADA 
Retolenim—-EXploratlonnce PLOCUCHION  ciaieiciecsiciacd s.r s 04 cre ees canes 215 208 219 190 123 
SRC IMM GECRMATKELIND Morty Petit ten tel oe tein ectos, iain cieiehe wus, senten ol 28 43 71 122 143 
Srieniical Spemew ww eee ole aso shdile. eee BUS ROT S 4% ole 10 16 19 20 28 
NUT ha See M Me Tt cores ae = ls a ke nval Aleve cafegia a'sie a Suse Slee olul'e wie are. due 51 Dh 6 (9) (5) 
304 294 315 323 289 
Non-operating items—Minority interest ...........-..e.0ecsecceceseses (44) (44) (58) (56) (41) 
(Corporate sand financialmitems, 42. scene aches 2s 16 (36) (40) (23) (22) (13) 
=A XESTOM EIN COMICSE Asians abereea care etait suc cie coun: Uoures-4s hueus (86) (103) (123) (145) (169) 
(@aniacl amie ain COM CMe gushes Gt aioe rcter chal miele avectepemernte © piace seneasne 138 107 111 100 66 
EUROPE 
Pemoleum=—EXplorationnc production! 2 ais icac+ «ese Gis oe oleic cs eyarsye aio oh (8) (30) (30) (36) (41) 
SR CHI TIN GRCCATIRAT KEUIMEO remy uity crcl iese Gyn ahh here > ohare) «are Raver een al eeu (1) 20 (26) (112) (74) 
GHeTHICa SME eee Ai sis aise scr davies wtelare Aros EALatela Dela a 19 4 35 12 48 
10 (6) (21) (136) (67) 
Non-operating items—Corporate and financial items .................... (8) 14 18 (5) (6) 
mee AXE STOR AILICOMC Esa ys teach at ai ecacky action ai ley ecosareitr ahs (4) (2) (1) (2) (2) 
EMIOpesic tein COMemane erica aicisysielelaldle cove a) shovelemiis «eleva eieteele 5 (2) 6 (4) (143) (75) 
OTHER FOREIGN 
Petroleum—tTotal (including international marine) ..................... 1,005 1,301 1,252 2,006 R222 
== PAS Ol NINE &, Seon oeeo tion cn Ooo en ab ee cece (858) (1,119) (1,042) (1,745) (2,518) 
147 182 210 261 704 
(SHeiiicalSpemee nM irene elec coe vloke oslo os 6 fore 6 oleae fea Gera elie Shei e soos annie 10 6 6 (6) 9 
157 188 216 255 713 
Non-operating items—Corporate and financial items .................... (16) (17) (1) 12 (47) 
Ofhemrorerenene GelnCOMe muraets «8. co eiee  eiecaie ers lsleitjeheis ois Ses hs 141 171 DNS) 267 666 
Bi@Ota Mile (RATICOMMO MAES tee tiece a cooie ievcae spt e ss oeehaal acai deal coda gaNTertte 791 Smee OZ $ 816 $ 700 $ 1,065 
Worldwide operating profit (loss) for each business segment and total non-operating items are as follows: 
PEGG CUI aroma ER PST Reiss aie secre ois cote! ssckerdlMl a8 et acssitapit ni gu Suatet. oy cuitele Uae $ 1,174 Se leds $ 1,136 $ 1,016 $ 1,438 
CICA SMUT Tate cities cie eicheiens @ ie G8 susie och le sic ecbtarleke Slsvecare oli at tieuoher whe, * 81 15) 182 143 267 
MENGES. 5 aucune 6-086 0°05 BRS COIS OIC ORD RER MOICRONC PICT CRD Ico PacICR MOreucICn icin are cartes 45 10 (34) (48) (43) 
1,300 1,230 1,284 (GIO 1,662 
INOU-ODELALITICMILCI Satan ities ele elle )ie clas cl eleiena =m etar-lelye ORNs -yeitesuays (509) (478) (468) (411) (597) 
INGCRINCOITS CMMI ERE Te ue ss clare co. sistas siccetec ayes hers MEspeMet ris Ueslenst 791 Se $ 6816 $ 700 $ 1,065 
*Unaudited 


**Reduced by income taxes imposed by foreign oil producing countries in the other foreign geographic area. 


REVENUES 

The transfer of products between the geographic areas and segments in which the Company operates are made at prices 
which represent government-regulated values, or prices which the Company believes approximate market, whichever is 
appropriate. 


Millions of Dollars 
Segments 
Sales to unaffiliated customers 
Petroleum—Exploration & production a... nsec tection hymen mente $ 1,289 $ 1,240 $21,153 $ 1,460 $ 2,685 
—Refining & marketing (including international marine) ...... 16,683 16,990 15,798 13,494 14,313 
Ghemicals.3.2)6 cade 605.0 Sieks sate tecatesateileteiie cliente ielseielst Gated taken mM Peelepalemre nee eter 1,701 1,208 1,051 807 902 
Minerals): oc esses 5c eigacectane il grat aarp ceeieh Nunn On ohelle oan stent ReleIe Iai Ren oRCM ctle creat ae 219 157 115 qh 52 


$19,892 $19,595 $18,117 $15,838 $17,952 


Intersegment sales 


Petroleum—Exploration é productions. me tos kane nie $ 7,048 $ 7,538 $ 7,256 $ 6,852 $ 7,188 

—Refining & marketing (including international marine) ...... 818 1,045 1,038 838 690 
Chemicalsyemcrnn-er. ij gsigiipbiied -W. ahlasie dives oc usr a aNeGER ie, Piaesir kaa ICRC SE Re eee 51 54 103 87 84 

Geographic 
Sales to unaffiliated customers 

United: States \iviciciass shaw ork acsctietiotannin uel aunties eerie cn eu tee netc linn eet cara glenn $ 9,647 $ 8,828 $ 7,856 $ 7,130 $ 7,100 
Canada nee acs 25 SS Fig bina g te cere one asst tea eens ee on 2,577 2,546 2,297 1,900 1,659 
Burope: s/s sce she dose e ao Wy che or Peueiecd snchetoliawta aleBee eiciens a tetra Teen ener 2,630 DSi, 2,057 1,843 1,840 
Other Foreign’ siiig ciecce sacs ave ens saci er score ere ence eae ee rea ene 5,038 5,964 5,907 4,965 7,353 


$19,892 $19:595 $18,117 $15,838 $17,952 


Intergeographic sales 


United States): 250 tcx ceil hos scaler recs ae eae Re ane ey ee $ 26 Si 4 5) $ 50 $ 41 $ 46 
Canada ose rie ewok cece Goo win tao patalst pet ce see lene er sear aD are ee RE eee ae 14 11 37] 74 113 
BUrOpes seiteacsreiacc wie cece edhe ala cas abe eel neice oko Cae OE eT ETP Cty eet 6 ily 21 149 18 
Others Foreign 7 e035 se shalsde abe, ola orgeey ekecei ey ie ahs eae baron one re eae eet eee eae 3,915 3,954 3,612 3,076 3,726 


IDENTIFIABLE ASSETS 


Identifiable assets are those assets used in the operations of each geographic area and business segment. Identifiable assets 
for equity companies represent the Company’s investment in their net assets. Corporate assets principally consist of cash 
and marketable securities, research facilities and other assets related to the Corporate function. 


Millions of Dollars 
1 Gene December 31, shinies aan 
Segments 

Petroleum-—-Eixploration a production: wate icc arte er iene eae nT $ 5,350 $ 4,891 $ 3,763 $ 3,598 $ 3,663 
—Refining & marketing (including international marine) ........ 5,875 5,850 6,057 5,678 5,981 
Chemicalscas aig seo oh ciihi erosion nie e an eee 1,484 1,350 1,000 847 655 
MUnerals xo iosdein cle ose ere scacs. £40 aps eras wm Diacdl ain osedeomeassed eae aat ae 593 424 323 279 238 
13,302 1251) 11,143 10,402 10,537 
Investments invequity, Companies. ry pcereay ttc ett ee ene aT nena 605 468 a2 250 313 
Corporate assets oii sess... sin pw cise aitnteece ethene see a 1,129 1,252 1,998 1,743 1,694 
Totalagsets: 5755s) deiaaitre watch Were ahs Sele AUR, ST ae Ca eee $15,036 $14,235 $13,453 $12,395 $12,544 

Geographic 
United. States varcelsitits sates werdieietnc duane aecten cteckada eas ele at le $ 7,441 $ 6,849 $ 5,718 $ 5,163 $ 4,610 
Canad ari icse.cvaissencp nie sus: araiyie vicnacs tery Geta tealereatnntace e 2,353 2,261 1,885 1,593 1,444 
EUrOpG My siigt chin sie sites ale wi yc ieee eitante Masti Teoe ea tare ia eer a 1,449 1,139 1,023 1,035 15253 
Other: Foreign s.tinet tines ois em Ee ee tc ten Ae eee 2,059 2,266 Pay 2,611 3,230 


*Unaudited 
For additional geographic and business segment information see Notes 9 and 10. 


Reserve Data 


The reserve data presented below are unaudited and based 
on current estimates made by the Company. In presenting 
this information, the Company wishes to emphasize that esti- 
mates by their very nature are inexact and subject to constant 
changes and revisions, that estimates of newly discovered 
reserves are even more imprecise than those of producing 
properties and that an accurate determination of reserves at 
a given point in time may not be possible because of the 
time needed for development drilling, testing and other 
studies of the reserves. Accordingly, the Company believes 
that these estimates will change as future information be- 
comes available. 

In addition, the Company has proved reserves of oil in 
various countries in Africa. In recent years there have been 
significant changes in ownership of foreign reserves which 
have resulted from participation in and nationalization of 
producing properties by certain governments of foreign oil 
producing countries, and the reserves in such countries are 
subject to continuing changes in ownership. 


Oil and Gas 


Net reserves are estimated after deduction of royalties 
and, therefore, represent only that production which is 
owned by the Company and its subsidiaries. In the United 
States, royalties are generally based on a fixed fractional in- 
terest and will fluctuate in direct proportion to fluctuations 
in reserve estimates. In Canada, government royalty rates 
can vary depending on prices, production volumes, the 
timing of initial production and changes in legislation. Due 
to the uncertainty of future royalty rates, the net Canadian 


United States 


PRLOVCORUEVElOPee mre mtsctteretcis siete c crelsiote a o's aux ens aye aretal tert eens 
Droge unm ejeadl . occaas0bn goo mao odooe MD on ono on 50.60.06 


Canada 


Provedsdeve lopped msmmr ve ceusterre) sierersteie a. vie aie /e.0 ere eyere. ofel cho eiisysl(s sepeueranc 
Provedmundeyeloped maniac tact is oa. ei cileie oie « ei eleielais ove levers sievioieite] sie 


Europe—North Sea 


lnc! CEMA WT! Eco dbaudsyanGamddodohuocUobdy Cove cooUDuod 
Brovedmnndev.cl Ope Guerite ctaaciete elielc cele: oiele: oi tls isl elrederet eo ieNeks ol otelloiol are 


Other Foreign 


PrOvedsdeyveloped meprretetersie aie sieusiciers, clever olel el ovore stiove ious leherer sie coielnlonens 
PEOVEGMUNGE VE lODEGMrerer tac ac sins tieicie cistere ch uedels ofeleNelets hers steh-t olor 


AMORA) yehvenielal GTI AKA) cons won ong BUSOU ODI OoUbIiD Duo Ono oi bm. c05 dic 


reserves have been calculated on the basis of the royalty rate 
experienced in late 1978 and 1977. Estimates of proved de- 
veloped reserves include only those reserves which can be 
expected to be recovered through existing wells with existing 
equipment and operating methods. Estimates of proved un- 
developed reserves include only those reserves which are 
expected to be recovered on undrilled acreage from new 
wells which are virtually certain of production when drilled, 
or from presently existing wells which would require rela- 
tively major expenditures to effect recompletion. 

The figures presented are believed to be reasonable esti- 
mates of reserves which may be expected to be recover- 
able commercially at current prices and costs under exist- 
ing regulatory practices and with existing conventional 
equipment and operating methods. They do not include re- 
serves that may be recoverable after the expiration of 
leases and concessions now held by the Company and do 
not include quantities which may be found by new dis- 
coveries, by extensions of the areas now classified as proved 
in reservoirs presently known to be productive, or by 
improved producing techniques not yet pilot-tested or in- 
stalled. While the Company anticipates that in certain fields 
additional wells will continue to be drilled in order to main- 
tain or increase the rate of production or improve the recov- 
ery performance, these factors have also been excluded from 
the following estimates of proved reserves. 

Under these circumstances, estimates of proved oil (in- 
cluding condensate and natural gas liquids) and gas reserves 
at December 31, 1978 are, and estimates at December 31, 
1977 were, as follows: 


Estimated Reserves 
Net Natural Gas 


Net Crude Oil (Billions of 
(Millions of Barrels) Cubic Feet) 
1978 1977 1978 1977 

Bate trhehis oheateacat 1,009 1,058 5,439 5,645 
AV er ahcte eetas tate 41 37 231 353 
1,050 1,095 5,670 5,998 
SAI se eas ee OE 252 290 1,440 1,500 
Wiser hath sieht x ae stra A 4 6 710 600 
256 296 2,150 2,100 
Br he masccuaiaatucan toe 10 a= = Sh 
SE ek OLA 130 134 — o2: 
140 134 _ — 
5 edns rhe enaiieaet noes 372 201 — — 
S53 PA xe EL Testes s __ 202 p87 - _— 
574 388 — — 
ARPA Bt sec Oris 2,020 1,913 7,820 8,098 


45 


46 


Changes in reserves of net crude oil (including condensate and natural gas liquids), stated in millions of barrels, and net 
natural gas, stated in billions of cubic feet, during the years ended December 31, 1978 and 1977 are as follows: 


Total 
Worldwide 
Net Net Net 
Crude Natural 
Oil) Gas A 101 
Reserves—December 31, 1976* .......... 1,881 7,847 
Additions from drilling ................ 95 910 
Purchases—Kewanee ............0++0+ 58 173 
Revisions of previous estimates.......... 79 (41) 
Productioni sch een en ee eee (200) a (7 91) 
Reserves—December 31, 1977..........+. 1,913 8,098 
Additions trom) drillingee js... ene 146 519 
Revisions of previous estimates ......... Ae) — 
Added through improved recovery ...... 36 — 
Production sie ccm Ceacigee ace Rea eas ean (194) ne (797) 
Reserves—December 31, 1978 ........... 2,020 7,820 


United States 


Crude 


1,048 


(129) 
1,095 


Total Proved Developed and Undeveloped 


Canada Europe Other Foreign 
Net Net Net Net Net Net Net 
Natural Crude Natural Crude Natural Crude Natural 
Gas Oil) a.Gas Oil), Gas 5 Ol aaa 
5,847 316 2,000 126 — 391 — 
710 5 200 8 — 4 —_— 
173 — — — — — _— 
(51) 8} 10 — — 36 — 
(681) (28) (110) = 4) 
5,998 296 2,100 134 a 388 — 
479 —_ 40 20 — iP — 
(120) (18) 120 (13) 128 — 
— 3 — -- — 25 — 
(687) 51925) (110), (1): ie ga a 
5,670 256 2,150 140 Soe 574 ess 


*Reserves at December 31, 1976 have been restated to conform to current reserve definitions which exclude estimated non-recoverable reserves 


attributable to such items as fuel and gathering losses, shrinkage and flaring. 


In addition to the above reserves, the Company has pur- 
chase arrangements with governments of several foreign oil 
producing countries which give it the right to purchase 
approximately 750,000 barrels per day of crude oil. At the 
Company’s option, average daily availability can be in- 
creased or decreased within contract terms and the arrange- 
ments contain quarterly price adjustment and phase-out pro- 
visions. The Company is a member of the Iranian Consor- 
tium and under an agreement between the Iranian govern- 
ment and the Consortium, the Company has the right to lift 
certain volumes of crude oil for export. As a result of the 
current political atmosphere in Iran, essentially no crude oil 
production is currently available to members for export. 
Prior to this curtailment of production in the fourth quarter 
of 1978, the Company’s share of crude oil liftings from Iran 
had been approximately 250,000 barrels per day. 

Proved reserves of synthetic crude oil resulting from Gulf 
Canada’s interest in the Syncrude Canada Limited project in 
the Athabasca tar sands are 190 million barrels at December 
31, 1978, and were 191 million barrels at December 31, 
1977. These reserves are stated in gross barrels as the level 
of royalties cannot be reasonably predicted. The Alberta 
government’s share from the Syncrude project is 50 percent 
of the net profits, as defined in an agreement between the 
project participants and the government, with an option to 
convert to a 7.5-percent gross royalty. On either basis, the 
Alberta government has the right to take its share in kind. 


These reserves are being extracted by mining and processing 
tar sands. 


Other Minerals 


The following tables set forth estimates of the demon- 
strated reserves of coal and uranium controlled by the 
Company at December 31, 1978. These estimates are in 


conformity with the classification of Mineral and Energy 
Resources adopted in 1974 by the United States Bureau of 
Mines and the United States Geological Survey. In this clas- 
sification “reserve” is defined as “that portion of the identi- 
fied resource from which a usable mineral and energy 
commodity can be economically and legally extracted at the 
time of determination.” “Demonstrated” is a collective term 
for the sum of minerals in both measured (proven) and 
indicated (probable) resource categories. Proven reserves 
are those for which estimates of the quality and quantity 
have been computed, within a margin of error of less than 
20 percent, from sample analyses and measurements from 
closely spaced and geologically well-known sample sites. 
Probable reserves are those for which estimates of the qual- 
ity and quantity have been computed partly from sample 
analyses and measurements and partly from reasonable 
geological projections. The estimates set forth in the table 
on page 47 further meet the definition of recoverable re- 
serves in that they are in the ground at the date of appraisal 
and can actually be produced in the future. An estimate of 
recoverable reserves is obtained by subtracting estimated 
future losses in mining from the mining reserves. 

Estimates of developed coal and uranium reserves in- 
clude only those reserves which can be produced from 
present operating mines, or mines under construction which © 
will begin producing in 1979. Undeveloped reserves include 
those which are expected to be recovered from new mines 
in preliminary development or from future facilities requir- 
ing uncommitted major expenditures. The Company be- 
lieves its mineral and surface rights for these undeveloped 
properties are adequate to assure the basic legal right to 
extract the minerals, but it does not warrant that it has yet 
obtained all permits necessary to do so. 

The developed recoverable reserves of coal are those 
assigned to the Company’s eight producing mines in Ken- 


tucky, Missouri, Kansas, Colorado and New Mexico, and 
one new mine in Kentucky which will begin producing in 
1979. Preliminary development of two additional mines, 
embracing approximately half of the undeveloped recover- 
able reserves, has advanced to the completion of detailed 
mine plans and mine permit applications, but state and 
federal permits are yet pending. 

All of the Company’s U.S. coal reserves are non-metal- 
lurgical coals and are suited principally to steam generation. 
Approximately 38 percent of the developed and undevel- 
oped recoverable reserves are bituminous coals having a 
total sulfur content greater than 3.0 percent by weight. The 
balance are sub-bituminous coals having a total sulfur con- 
tent less than 0.6 percent by weight. 

The Company’s owned and leased bituminous and sub- 
bituminous coal reserves by geographic region within the 
U.S. at December 31, 1978 are as follows: 


Demonstrated Reserves 
(Millions of Tons) 


Midwest West Total 

Developed recoverable ...... 38.0 201.2 239.2 
Undeveloped recoverable .... 132.0 186.5, 318.5 
Motalivs cease otisn amigos 170.0 RSE Seyai/ 


The Company controls additional coal properties in the 
U.S. which are categorized as identified resources. These 
coal resources are not technically reserves but are expected 
to become so as a result of additional evaluation work, con- 
solidation of leases, or changes in economic or legal condi- 
tions. As of December 31, 1978, the Company estimated 
that the total recoverable coal trom these properties is ap- 
proximately 450 million tons. 

In 1978, Gulf Canada acquired an interest in the 116,000 
acre Belcourt metallurgical coal property in northeastern 
British Columbia. Exploration and feasibility studies of this 


acreage are being conducted and preliminary analysis indi- 


cates that the property could support production of a high 
quality metallurgical coal. 

The Company’s estimates of its uranium reserves also 
meet the definition of demonstrated ore reserves. These 
estimates, expressed as recoverable reserves, were obtained 
by subtracting estimated future losses in mining and milling 
from the in-place reserve estimates. As uranium resources 
typically involve substantial variations in ore grade (qual- 
ity), thickness, and continuity, estimated reserves will fluc- 
tuate in proportion to changes in costs and prices. However, 
the uranium reserves reported are based on reasonable ore 
grade-thickness criteria, and represent the Company’s best 
estimate of reserves which are expected to be recovered at 
current costs and prices with conventional mining methods. 

All of the Company’s U.S. uranium reserves are located 
in the Grants, New Mexico, minerals belt. The developed 
recoverable reserves are those remaining to be produced at 
the Mariano Lake mine. The undeveloped recoverable re- 
serves are associated principally with the Mt. Taylor mine, 
which is currently under construction with mining scheduled 
to begin in 1980. 

Developed recoverable reserves in Canada are comprised 
of the Company’s 51-percent interest in the Rabbit Lake 
ore body, where a mine and mill have been operating since 
1975. Reserves classified as undeveloped consist of other 
uranium deposits, wholly owned by the Company, in the 
vicinity of Rabbit Lake. 

The Company’s uranium reserves by geographic area at 
December 31, 1978 are as follows: 


Demonstrated Reserves 
(Millions of Pounds) 


United States Canada Total 

Developed recoverable ...... 1.7 11.7 13.4 
Undeveloped recoverable .... 116.9 58.0 174.9 
otal sy.charca cee aaa 118.6 69.7 188.3 
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Five-Year Financial and Statistical Summary 


Summary of Operations 
Millions of Dollars 


Year Ended December 31 
1978 19771976 1975 1974 
STATEMENT OF INCOME 
REVENUES 
Sales and other operating revenues (including consumer excise taxes) ... $ 19,892 $ 19,595 $ 18,117 $ 15,838 $ 17,952 
Interest: INCOME... sive dis «sows woe eve eiaorecaterh laps oftepaitenetteh euctielteenene eam ere 123 149 189 183 180 
Equity in earnings (losges)9 9s 006 sslew eorsids « wole ce sae aenieme leant 23 25 40 (23) 16 
Other Fevenes: 556 sie. coats cseslerierel eleva o. oioauNui(ehtotloc ca gcRumbNoy dneeene MiitcmeMenOne ts Retaitr Relieve 59 47 By) 52 ay 
20,097 19,816 18,399 16,050 18,199 
DEDUCTIONS 
Purchased-crude’oil'and products: .:..s10 were acetersvsce ieee a) aa «opel relsneia teres 10,867 10,936 10,015 7,314 8,801 
Operating EXPeMses: 6505 aiele ices, cunielous sejenthelacone) che slolttevors speieiepenen Meier er oer es 1,793 L521 1,400 15251 1,439 
Selling, general and administrative expenses ................-seeeeus 1,502 1,415 1,299 1,216 1,128 
Constimer €XCiSe) taX@8. $y ceice'« wisve ciel eimley clove peta tober seeker Tonens onetime 1,823 {755 1,666 1,570 1,494 
Sales, use, ad valorem and other taxes ..........secwccreccrvencece 531 437 431 644 479 
Depreciation, depletion, amortization and retirements ................ 826 684 631 628 609 
Exploration andydry hole expenses, < 2 ...c-r nie erences ancient neat 401 490 364 34:7 259) 
Department of Energy entitlements’. 4... chai biencee eee noe eee 251 232 214 224 14 
Interestion\ long-term: financing ies. se eit ees eet ee ene 127 110 109 114 121 
Income applicable to minority interests .~.°-.........5.++0se04- +e 50 49 62 60 44 
18,171 17,629 16,191 13,338 14,384 
INCOME BEFORE TAXES ON INCOME .............0sececvceecs 1,926 2,187 2,208 Dee 3,815 
TAXES ON INCOME 
United: States ihc nukiitis 0-0 cele un ee etbaleretn ties ncaa aie Rese ree tens 187 Pid 226 120 61 
Fred gris 0a fai el sh hate Wa ahovas coe: choy sl wi CRIT a ae hcteltc ee oie ERENT 948 1,224 1,166 1,892 2,689 
1,135 1,435 1,392 2,012 2,750 
NET INCOME giao sisi 8 bit oie clare © ooo ein SOI near eee eA eee eS 791 ie) 816 700 1,065 
RETAINED EARNINGS AT BEGINNING OF YEAR .............. 6,192 5,800 5,320 4,951 4,193 
CASH “DIVIDENDS is ain etce area tea ee eee Ceres Tene eon eee ae (371) (360) (336) (331) (307) 
RETAINED EARNINGS AT END OF YEAR ............eeeeeeeces $ 6,612 $ 6,192 $ 5,800 $ 5,320 $ 4,951 
PER-SHARE DATA 
Net: fm Comie. 0 iie\5:0! sive oe iedie. + a/sraranenebaeteten lOc aeeITn Sraie iene a $ 4.06 $ 3.86 $ 4,19 $3560 Sora 
Cash’ dividends’). ..5:. ..s.s'saae leet ae eee olen nee res een $ 1.90 ny aS Saeelers Sale 0 Se7S8 
Shareholders’ equity) 55.15). canes nee $ 39.78 $ 37.63 $ 35.62 $ 33.17 $ 31.28 
Weighted average shares outstanding (in thousands) .................. 194,997 194,950 194,804 194,710 194,658 


Certain amounts for 1977 have been reclassified to conform to presentation adopted in 1978. 


Management’s Discussion and Analysis of the Summary of Operations 


In addition to the following information, a discussion of 
the Company’s results of operations for the fourth quarter 
and full year 1978 appears on pages 23 through 25 in the 
Financial Review and is incorporated herein by reference. 


1978 Versus 1977 

In 1978, the Company’s net income increased $39 mil- 
lion, or 5.2 percent, compared with 1977. This increase is 
primarily due to a 1.4-percent increase in revenues and a 
20.9-percent decrease in taxes on income. These were par- 
tially offset by a 3.1-percent increase in deductions. 

Sales and other operating revenues increased $297 mil- 
lion. Refined products sales increased $573 million, or 5.4 
percent, mainly due to higher sales volumes and prices of 
gasoline reflecting increased demand in the United States 
and Europe. Chemicals sales increased $495 million, or 
41.6 percent, primarily due to the inclusion of the Kewanee 
chemical operations for the full year as well as increased 
sales of petrochemicals and plastics, due to increased ca- 
pacity and the Company’s entering the polystyrene business 
early in 1978. Partially offsetting these improvements was 
a 9.5-percent decrease in the combined sales of crude oil, 
natural gas and natural gas liquids reflecting reduced vol- 
umes and lower realizations resulting from the weak foreign 
market conditions that existed in the first half of 1978. 

Total deductions increased $542 million. Operating and 
selling, general and administrative expenses increased $359 
million, or 12.2 percent, due primarily to increased employee 
costs and the inclusion of Kewanee Industries for a full 
year. Taxes other than income taxes increased $162 mil- 
lion, or 7.4 percent, primarily due to increased consumer 
excise taxes, which are based on higher sales volumes, and 
increased import duties, principally due to increased oper- 
ations in Switzerland. Depreciation, depletion, amortiza- 
tion and retirements increased $142 million, or 20.8 percent, 
reflecting the addition of Kewanee properties and amortiza- 
tion of the large lease acquisitions during 1977. Partially 
offsetting these increased costs were decreases in explora- 
tion and dry hole expenses of $89 million, or 18.2 percent, 
primarily due to reduced wildcat activity in the U.S. and the 
North Sea. 

Foreign income taxes decreased $276 million, or 22.5 per- 
cent, primarily reflecting lower taxes in Angola due to re- 
duced equity production under the participation agreement. 


1977 Versus 1976 

In 1977, the Company’s net income decreased by $64 
million, or 7.8 percent, from 1976. This decline occurred 
despite a 7.7-percent increase in revenues as deductions rose 
by 8.9 percent and taxes on income increased 3.1 percent. 

Although all major product groups contributed to the 
increase in sales and other operating revenues, the most 
significant was refined products which increased $1,051 
million, or 11.1 percent. Distillate sales increased 18.1 
percent, mainly in the U.S., reflecting both the govern- 
ment’s price decontrol during 1976 and increased sales vol- 
umes due to the strong demand during the severe winter 
weather in early 1977. Gasoline price increases in the U.S. 
also contributed to increased revenues, reflecting the Com- 
pany’s ability to pass through higher production costs to its 
customers. Sales of natural gas and natural gas liquids in- 
creased $245 million, or 23.7 percent, reflecting improved 
prices for natural gas in the U.S. and Canada, and also re- 
flecting increased volume sales of natural gas liquids due to 
the growing market of the Company’s Warren Petroleum di- 
vision. Chemicals sales increased $177 million, or 17.5 per- 
cent, primarily due to the inclusion of the Kewanee chemical 
operations for the fourth quarter of 1977 and increased 
sales of petrochemicals and plastics. Other operating reve- 
nues increased $164 million, or 15.8 percent, principally 
due to increased commodities sales. Interest income de- 
creased by $40 million, or 21.2 percent, due to a reduction 
in 1977 in the Company’s investment portfolio as a result 
of record capital expenditures, and as a result of nonrecur- 
ring interest income received in 1976 in connection with the 
participation settlement with the government of Nigeria. 

Total deductions increased $1,438 million in 1977, pri- 
marily as a result of a 9.2-percent increase in purchased 
crude oil and products. This increase occurred largely as a 
result of two OPEC price increases during the year, even 
though the volume of crude oil purchased decreased. The 
Department of Energy’s reclassification of domestic oil 
properties and the decontrol of stripper prices in 1976 also 
increased purchased crude costs in the United States. Explo- 
ration and dry hole expenses increased 34.6 percent as the 
Company stepped up its wildcat well drilling, especially off- 
shore Louisiana, California and Alaska, and in the Beaufort 
Sea of Canada. 

Foreign taxes on income increased $58 million, or five 
percent, primarily reflecting increased taxes in Angola due 
to a higher level of operation in 1977. 
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Five-Year Financial and Statistical Summary (Continued ) 
1978 1977 1976 1975 1974 


(Dollar Amounts in Millions) 
Financial position at year-end 


Current’assets 20 os ec osc eee ee ee $ 5,162 $ 5,187 $ 6,179 $ 5,473 $ 5,774 
Current liabilities®: .563.250 2s ores ce erase ee cote eens 4,240 4,242 4,195 3,708 4,105 
Working capital 0.3 douse career ee nore es 922 945 1,984 1,765 1,669 
Properties ©: 220 sags sa. baie s mics be olne e ee onset 9,063 8,332 6,632 6,236 6,035 
Investments’and ‘Other assets) sea). e-alote ones steers ciel aeaionton= 811 716 642 686 1S 
Employed capital . S002 ssn secse ciel eienaie = reer 10,796 9,993 9,258 8,687 8,439 
Long-terim debts 22s ccs cisve-oeravstos aren oe aie cre Reto 1,489 1,307 1,168 1,294 1,471 
Minority interests: . 000s. cision oc oe oe ccleaner eer 465 431 397 353 314 
Other long-term liabilities 2a. a. <i saaenctnaneeer aecenaren: 1,085 918 iol 582 565 
Net assets (shareholders’ equity) .............--+-+- $ 7,757 $ 7,337 $ 6,942 $ 6,458 $ 6,089 
Total assets sac vid occ bisa e oes were Sees ee ae ee $15,036 $14,235 $13,453 $12,395 $12,544 


Changes in financial position 
Funds provided by: 


Net INCOME vice cic eee dip satno wale eterno eee ekemer opera memes $ 791 Seo. $ 816 $ 700 $ 1,065 
Noncash income items {o52.4 Snes ce eee ee 1,056 833 746 839 732 
Funds: from operations 2 foc. ssc conte easton es 1,847 1,585 1,562 15539 1,797 
New financing (o0 Se eosissigislels oes ce ee 321 233 156 156 15) 
Other— nets feasjis sates ers aw aiacee che eaten ere ee ole 209 282 525 264 280 
2,377 2,100 2,243 1,959 2,152 

Funds used for: 
Properties and business investments ..................-. 1,728 2,523 1,378 1,229 1,406 
Reduction of long-term debt and production payments... . 166 171 Fa 225 243 
Dividends: 0.508 Sitscts crete cons Oiee ween et nee ke eee 371 360 336 331 307 
Other—=neti 24h kejces ac es woe crn ae come Sw ciateu erp pene 135 85 99 78 41 
2,400 3,139 2,024 1,863 1,997 
Increase (decrease) in working capital .................. $ (23) $( 1,039) Sie 19) $ 96 Seas 


Capital and exploration expenditures 


Plant-expeniditures*sn oa tcc re ey cee ae $ 1,680 $ 2,054 $ 1,362 $ 1,131 $ 1,399 
Business investments, including Kewanee............... 48 469 16 98 7 
Exploration @xpense) anc eccins eee ea ern ce neko ee 188 222 160 133 125 
Dry hole’expense sccne0c. ok oe at ec tre onnne eee 213 268 204 184 130 

$ 2,129 $ 3,013 $ 1,742 $ 1,546 $ 1,661 


Product realizations 
Natural gas (dollars per MCF) 


United’ States co 5m. geen ete rede eee eee $ 61 Sie 6 Same 5 Sees 5 $7-26 
Catia 05 areracs Soere pitta Gua oe leccaanere acre ee eee cae See 1.37 1.24 1.05 .68 30 
Refined products (dollars per barrel) 
United ‘Statesix socio sc urn ccereatie cape eee tear 17.71 16.95 15.27 14.16 12.49 
Canada sta. iiern 52k sca eh tate ee eee ae ee ee 16.01 14.76 14.13 11.95 10.78 
Europe shape toi Uath arse) aieiol cle ere melas) eeln eal g eigeete 19.83 18.19 16.80 S277 14.13 
Other: Foreign iain ses kee ata ne eC eee 15.10 14.89 13.81 11.47 11.10 
Wages, salaries and employee benefits.................... $ 1,345 $ 1,134 $ 1,113 $ 963 $ 810 
Employées'at “year-end in atc ma ee 58,300 59,400 53,300 52,100 52,700 
Shareholders at year-end 
Individuals Moc ERE mc Crea Horch Kora an Mino bide ee 302,339 300,099 308,776 325,919 323,224 
Institutional et) sapeeas sslendin ee ee ne 52,737 52,454 47,992 49,269 49,191 
ROtalinn ict uate ceotetie «Oo eeen capone ee ee 355,076 352,553 356,768 375,188 372,415 . 
Shares outstanding (in thousands) 
Individuals A SMREN CT eC MERC T re eR EN Eee Solin Uy comes 66,880 67,024 68,920 73,310 73,431 
Institutional cages eRe eee eee ee ee 128,116 127,944 125,944 121,400 121,245 
‘Potal (i. saw. cto enh lee and ee en oe 194,996 194,968 194,864 194,710 194,676 


Certain amounts for prior years have been reclassified to conform to presentation adopted in 1978. 


aa results of operations of Kewanee are included above from October 1, 1977. Total operating data in the five-year statistical summary includes 
Peer of volumes of all consolidated subsidiaries (more than 50-percent owned) and equity interest in companies owned 50-percent or 
ess. The volumetric data included in this five-year financial and statistical summary also includes amounts related to Kewanee from October 1, 


1977, except that chemical volumes exclude Kewanee amounts because of the differences existing in the chemical mix and because there is no 
readily available conversion measurement. 


1978 


Net crude oil and natural gas liquids produced 
(daily average barrels) 


United States 
Net crude oil produced 


California—-onshorey 42d cence ne ee 7,800 7,700 8,600 7,900 6,100 
SOL SHON ep etait inns esheets ioerel cine eR 4,200 4,300 5,000 5,600 6,200 
12,000 12,000 13,600 13,500 12,300 
DOUISIAN A ODSNOLEH OS athe Selsrs, eae he Pi bates 57,300 58,900 61,500 68,200 80,700 
=—OUSHOTE sane tte ceaiat. Pen eimsaiine whee 55,700 61,300 57,000 50,400 53,300 
113,000 120,200 118,500 118,600 134,000 
BL CX ASE eee eee ee Chart Saree ieee el ESE tie 138,600 141,600 144,100 161,700 183,800 
IMiSSissip Digeven tase ceva eke. his otic sic oie hte ne 17,400 17,700 18,300 20,100 21,700 
News Mexicomeenm cnn tomer atts cis nels. ies ice oe 12,000 11,200 11,400 11,400 11,300 
Othe rrr ascent eee eee ise ted neil 38,100 33,600 31,800 35,300 37,800 
331,100 336,300 337,700 360,600 400,900 
Net natural gas liquids produced.................. 69,000 65,900 60,800 64,900 75,400 
MotaleUnited'States cme. o6 ae ae ceos ase 400,100 402,200 398,500 425,500 476,300 
Canada 
Neterudesoll: producedime sneer sacred ate es 65,100 66,200 71,000 79,900 89,200 
Net natural gas liquids produced ................. 9,600 10,100 9,800 10,900 10,000 
otali@anadauaws sat esther lhe eine 74,700 76,300 80,800 90,800 99,200 
Europe—Net crude oil produced ................... 4,500 2,200 2,200 2,900 3,000 
Other Foreign 
Net crude oil produced 
Kuwait 
EV QUityae mie ite siths eres cle sivs sia ede aioe _ — — 120,800 531,100 
Rarticipacionspurchasessay waseweren ves sleet 3 _ — — 86,100 521,000 
ong-terms purchases) wsjc- 5). sees ceicttee se 493,700 439,000 520,900 454,300 — 
493,700 439,000 $20,900 661,200 1,052,100 
Iran—Long-term purchases) ................--. 222,000 305,400 310,600 331,700 293,000 
Nigeria 
d BPOTIV RZ 55° adn Gh ons CoD EDITS Oe EOC ER eas ERNE ORR Rn 147,400 130,800 131,800 102,200 297,700 
Rartiempation, purchasesm.mse ae Ao ei sere 86,300 99,700 97,500 79,600 71,400 
233,700 230,500 229,300 181,800 369,100 
Angola 
EL CULL Mean ern totes ecre dea oe chan s, wheire ont aietais, aie orcas 45,600 122,700 77,700 133,800 150,700 
Participation: purchase Ss eiermere tele siete 32,000 —- — — — 
77,600 122,700 77,700 133,800 150,700 
Venezuela 
HGTV PENN, et Tithe Baie sh one sells de a3 —_ = = 146,700 161,400 
One -terimepUlCHASES men elses shetret aver hansen aisekels 72,800 95,500 98,000 — — 
72,800 95,500 98,000 146,700 161,400 
IZA Ome EG UILY atten sav ones crews coke iis taol ere sst scaloness ancka te 9,500 10,800 12,300 — a= 
Gabon EQuitvarne eee tao acts ou ereia arenes 2,200 2,600 3,200 4,000 — 
Ind onesia=-EGuity weiss cateiet rc ic ook sor clauie uae 100 —- — _ — 
BCUAdOL——_PGUItV a peice nee tee sia cai eyeiseter secre — — 67,400 49,500 65,300 
1,111,600 1,206,500 1,319,400 1,508,700 2,091,600 
INet natural gas) liquids produced’ 3... 00.026 _ _ — 12,200 30,000 
MoftalsOthersPoreigns s.ceere se ckens ote «erie 4 1,111,600 1,206,500 1,319,400 1,520,900 2,121,600 
AO Ga aA cess thers cine or gcualiewe wiisychetious ue nage 1,590,900 1,687,200 1,800,900 2,040,100 2,700,100 
Gross crude oil and natural gas liquids produced, 
including participation and long-term purchase 
arrangements (daily average barrels) 
WiniteceStatesmaamureneestia cress) acerre eter aia usa) oie fo lene he levler ei 462,300 498,200 461,600 491,400 551,900 
G@anadamrnterene tere wreck sc vis sis «al slelelais an4 ofeteveiene 111,900 115,100 118,300 130,600 139,200 
LEN Tie) of" dig Cac Gat ein ori DIE OOO EECICCA CoMO RA aoe 70,600 2,200 2,200 2,900 4,300 
Other FOreteniecrse cre he oaks ere ass lates = le ere ave alee tegeiace 1,204,300 1,283,500 1,513,100 1,607,800 2,169,300 
TOY os a cao Ooo Alay Gee DRIER otic CoKcmrar race 1,849,100 1,899,000 2,095,200 2,232,700 2,864,700 
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Five-Year Financial and Statistical Summary (Continued) 


1978 1977 1976 1975 1974 
G Net G N 
Oil and gas acreage at December 31 <2t0ss. aS TOSS — Gios: Net Gress Net Gross Net 
(thousands of acres) 
United States 
Producing: 4.2 5 eek keene rete 4,694 1,876 4,999 1,972 4,465 1,734 A091 1.679 3:7 05a lOO 
Nonprodticings*.).ci10 0c eee 22,998 12,785 23.2 lleent 5,440 185/26) LO, 777, 17,997 10,178 17,2180 
27,692 14,661 28.210" 15,412 23-19 lle 5 iluh 22,088 11,857 20,983 11,337 
Canada 
Producing: fs.c8)4 sc eahle ee ene 2,065 =1,138 1,948 1,093 (5834 21,003 1,622 874 1,614 903 
Nonproducing erin aonienie tear 101,653 25,535 110,364 23,620 86,902 24,169 91.233 25,203 80,772 23,728 
103,718 26,673 112,312 24,713 88,733 25,172 92,855 26,077 82,386 24,631 
Rurope 
Producing veto cicieise scene aerate es 1 i — pa Mss ae noe = ee 
Nonproducing <4) ce oyse ee arn 2,454 677 3.765 © 21,020 2,031 760 2,141 821 22533) 958 
2,456 678 3765) 1.020 2,031 760 2,141 821 2,533 958 
Other Foreign 
Producing iss eae oe teen 2,595 1,205 2,595 1,868 Se Sees. O97, 1158) 2) 3,957, 9,406 4,439 
Nonproducing icant see wae 10,118 4,243 LiS4677 5.532 1222058 1012 27,190 20,676 30,942 24,222 
12,713 5,448 14,141 7,400 17,386 8,049 34,948 24,633 40,348 28,661 
Total sss Ges we een 146,579 47,460 158,428 48,545 131,341 46,492 152,032 63,388 146,250 65,587 
Wells capable of producing at December 31 
United States 
OU Sea ae ee ante 38,854 14,477 3790 1- a 14.333 33,196 12,037 32,476 11,726 33,661 135519 
Gass eS alihite Na eres cae os 4,186 2,251 4,078 2,159 Seed e4s TEVA) eeu teG 39/5) lio, 
43,040 16,728 41,655 16,492 36,698 13,756 35,873 13,381 37,63 0naloserS 
Canada 
Os CoRR nie ae eee 5,493 1,221 S207 210 Seek lp Aa/ Seale el 5,451 1,184 
Gas = Sate Geeta eae eee eee 1,095 325 1,039 289 920 230 867 225 839 216 
6,588 1,546 6,546 1,499 6,407 1,437 6,338 1,400 6,290 1,400 
Europe 
Oi ica She ee a aera eee ae 95 15 80 14 70 i) 70 11 74 13 
Gas iS conse aie elites eel caeimase enae 1 — 1 — 1 — 1 — 1 — 
96 15 81 14 Wl 11 afl 11 75 13 
Other Foreign 
OU Ree aoe ahi te ee 388 177 369 234 B52 223 53219 2;097, Sev) ASSP) 
Gas! Paihia near tree tee eee 4 3 — — 2 1 21 8 22 8 
392 180 369 234 354 224 5,240 2,105 58512 092.360 
Totals Sk 25h eUeh ae kore teers amr 50,116 18,469 48,651 18,239 43,530 15,428 47522,916:897, 49,852 19,046 
Wells drilled during the year 
United States 
Exploratory wells (—Oil.. none 16 9 20 15 17 11 9 7 5 4 
Gas Siac 32 17 27 20 18 14 8 3 16 7 
eI EY end vrais a acetate 99 53 127 94 © 56 59 33 56 35 
Development wells—-Oil.....s ee 871 363 961 580 15153 463 910 459 874 446 
S=Gas ge autrenene 220 137 DANG | 142 151 85 121 59 84 34 
SSD LY Fh siege laos 88 52 111 qT 59 42 Sy 34 54 33 
1,326 631 1,457 926 1,477 671 1,164 595 1,089 559 
Canada 
Exploratory wellse—-Oilan oe eee 4 2 1 1 3 2 —_ — a = 
FAS I eyed hci h een 14 4 19 12 17 10 8 Ji 4 
mL OTY Meas icine 41 21 31 20 20 8 De 10 20 10 
Development wells—-Oileu ye a 40 17 38 23 14 10 16 8 30 12 
= GaSe aoe Gran 55 25 67 40 53 19 33 13 20 6 
== Py Gee 21 17 18 13 17 10 15 9 1 5 
175 89 174 LOO hag 124 See OA oe 45 84 ah 
Europe SRM CC Meme in Pagid ys. Umea Poy ba, ee 
Exploratory wellse—-Oili: sien ieee 3 —_ 7 1 4 1 2 1 4 1 
SE GAS Fret aaee ee — — 1 — 1 —— 1 — — — 
DTY citeccaandontae 5 3 13 4 9 3 2 — 12 4 
Development wells—Oil’........2..0.. 23 2 — — — — 3 1 6 Ze 
Gas fide wares ~ — wis, aes = — es ust = aie. 
meee B) avian SRNL cents 2 _— 1 — — — Zz 1 1 —_ 
33 5 22 5 14 4 10 3 23 id. 
Other Foreign 
Exploratory wellss-—Ole rere 15 6 7 3 16 7 17 9 28 10 
= GaSe ae tree 2 1 — — 9 1 ae a cist, a 
came WAR rich anor Puen 15 fo) 12 uy 16 7 38 20 20 12 
Development eh ee dey aheu, one oy RA 6 4 10 4 16 4 104 39 193 81 
= AGAS Fos ae ese — — = aon eae — 1 ae = a 
Dry siiteciee monies 1 — — — 1 1 10 3} 28 11 
39 16 29 12 51 23 170 70 269 114 
Total ci nstoiganen eshte eee aa ae 1,573 741 T5682 O52) 1,666 757 1,438 713 1,465 717 


ay 


Gross wells represent the total number of wells in which all or part of the working interest is owned by the Company. 


Net wells represent only that part of the working interest applicable to the Company, that is, the sum of all fractional interests. 


1978 1977 1976 197) 1974 


Natural gas liquids sold (daily average barrels) 


RU RCE GLEN wie RyCV WAST diese aies'y Pad baie d aes Sak ares 125,700 123,200 100,900 90,000 86,700 
Ganadlavmertetr acre tert etree ei otah cea cn ths dunia hee eu 27,000 28,800 29,700 27,100 24,900 
ETLODOmNe rere ttetenis cues coe oiled sus Abad OO eeieoere oe 9,800 9,000 8,000 8,300 8,100 
OTE REE OLCIOtermtarlares acct chee eis tic hoe hooks ee ce tc eee 10,900 12,200 8,200 17,100 33,200 
EE OL alee aromieraimeysie sis ce eisai awie: sinlter ie Shcu seule harn e eee Ne ee 173,400 173,200 146,800 142,500 152,900 
Net natural gas produced (thousand cubic feet per day) 
United States : 
TREES 6 & Fb 1a Gtes Seta eR eR ae Sey EPEC GEM ee PN A TO 703,200 807,500 794,100 974,600 1,118,900 
Bouisiana——-Olushoresnn tases secs hee ne Mie sees 705,000 579,900 399,600 429,500 436,600 
= CLISEL OLS Se tsicve ahs ot ep svar eee sees TNH NO GE 162,400 163,800 198,100 245,400 302,900 
ING WE VICKICOMeE ttre corte ahi are Aine cee alee ont hes 164,400 171,500 168,100 154,400 156,100 
(OPM EMEVSFaaEEY 55.9 Stet pews atta Marne ne a wes Fe em enue 69,100 68,400 69,100 71,300 69,200 
(OYA T Ra Ss Rey ch Rt ey See RE a eer PE 78,200 73,800 83,500 83,200 99,200 
1,882,300 1,864,900 1,712,500 1,958,400 2,182,900 
(CESTENGES, » oceres'cis ho Seer ie 15 St NCEE RST ERE Rm ta ae Tea 270,500 301,800 322,600 369,300 405,500 
OQthersh ores onary ici s a. Ao reists op aliiclo cen Bik ue Ome _ — _ 105,700 440,000 
AL OLA arent tees riche teitc avec st siiatar are 1s ci eis Skits pialeleMeie Hares ale Balers 2,152,800 2,166,700 2,035,100 2,433,400 3,028,400 
Natural gas sold (thousand cubic feet per day) 
United States 
Regulated 
BLOKE SREASLCITIG tart teketnce aie coscalnceca on atesA wepiconite Gascon enbice 693,600 592,400 361,900 357,500 391,200 
Othermeersercrint retracts sic 6 sie plaine pisses lee ate tases 820,400 893,000 991,900 1,172,900 1,211,800 
1,514,000 1,485,400 1,353,800 1,530,400 1,603,000 
None Regulated mertie craic oie cota in einalsuy bist e acielnane sacs sree 474,500 553,100 510,600 540,300 701,700 
1,988,500 2,038,500 1,864,400 2,070,700 2,304,700 
CANA ARM tert meietevst viele) cc sra vis av shont wars a) ace Oietonpraaumlkil aco sony Mila 385,500 431,100 455,000 481,100 492,200 
OUNCE OLCL OD Merten ieiats a cteen ei 6 ols: e-poacedehonoiet suageieieverabracetae lees ans — — — 130,300 166,500 
PL Otalammretren tea Wace tia elaine cic 'ia ojeese Bra lavetnnve coeae sheedaty eure 2,374,000 2,469,600 2,319,400 2,682,100 2,963,400 
Chemicals sold (millions of pounds) 
United States 
IBGLKOCMEMIICAI Sweetin istetire’s ale stare! elles itlevehecalevenue('e casera wilereharyteys 5,430 5,100 4,560 3,750 4,350 
Plastics mewmtercter ter tie’ 9 citetereiclle ove oct edie re aia shore Gale asl avers glee « 860 660 500 400 600 
IndlistiialeandeSpe Claltyaeramkctderea: siterstet i srere aie ouerk 3) sltsnnatcres 750 730 650 710 920 
7,040 6,490 5,710 4,860 5,870 
Canada 
IBCEROCICIMICAL SME Tere Ue aetinciciotote ese o cers cnyeunrare wy wiessee: sSepeboneriaer « 2,360 2,370 2,200 1,870 2,120 
Indlstiiaandispecialtyestame acm: aaa ence ere scree ane a te 10 10 10 10 — 
2,370 2,380 2,210 1,880 2,120 
Europe 
PETROC HEI CA SMR ane ret ohoraierc iss a cle cxerate «Gretelanalsus aa srese rence 1,530 1,010 1,230 790 1,690 
Other Foreign 
PEMOCMEN CAS MMP tenn Otaiesehalolctatius hone silos cis scsaetes dtetoroi 720 680 540 490 410 
PI AStiCS MMR Be CRer Rn Rate ini a evewe fois alias dit ots aia 's)3,0 abiclpeldastone mite ole 300 260 240 200 170 
TCUS LGA gANGRSDECIAILY anata anon fm -phisterye es. tt eles beens das _ —_ — _- 100 
1,020 940 780 690 680 
AIRSTEAL 5 og RBS AOS URGS RIE OES Oe Orn IIR ine OR Te RIT 11,960 10,820 9,930 8,220 10,360 
Coal mined (thousands of tons) 
United States 
LIELACE MPTP eM xsteteie cielo velsiojets sale otha) sie) ex nielelelele” oil auaevetay ge 8,000 7,100 6,500 5,700 6,000 
LUfintalvefaraythavals 5 5 op n.o pod UID BUOe Ep ga cio mo Canons Crowd 1,000 1,400 1,400 1,600 1,500 
SL CNL AMM CURT ROR oy rors Catia Maa «foe dhsesite copa/ayal oreo #slierauviaertsya ceva 9,000 8,500 7,900 7,300 7,500 
Uranium produced (thousands of pounds) 
(ORTEEILSERES oe 6 05 8 bo UES Bo BOTIOIG BIO AEE Cronin aoa cloat ci aecec 470 60 — oot oe 
CORTE ES ln arch Gi) Orn ae RR RSME ST 2,810 2,570 1,900 teak AS ee 
FLO LEAL eetete reer aR eT etsy cer ciloves es ietaifa, & w\lans'le'-svageiie’ olS/\elle fe na wt-orotutenterens 3,280 2,630 1,900 370 — 
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Five-Year Financial and Statistical Summary (Continued) 


eee 1978 1977 1976 1975 1974 
Crude oil processed (daily average barrels)* 
United States 
Port ‘Arthur, Texas sas ccissien scsgjens ce ste ee ee 334,500 309,800 290,600 304,500 289,200 299,500 
Philadelphia, Pennsylvania: 2.-").).002-) 2 sereaiers 207,600 206,900 203,100 153,500 156,600 176,700 
Alliance, Louisiana 9.20.2 6 deus sea el een 202,000 178,500 197,300 200,700 134,200 154,200 
Toledo, Ohio. oot s ee See ee wie ee 50,300 47,100 44,100 42,800 46,800 49,900 
Santa Fe Springs, California 7.20.4-.00s see eee 51,500 43,100 46,200 49,200 45,700 47,100 
Cincinnati, 'Ohi0.wd c.count eee ene 42,700 41,800 39,700 43,600 38,000 40,700 
Venice? Louisiana 2... 05.42 oe ee te ee 28,700 17,600 19,300 18,400 19,200 20,200 
Hercules, Galiformiay. «6.0 cee oe eo eee = — — 1,900 19,900 19,700 
Processed by others for Gulf ................... _- _— — — — 5,000 
917,300 844,800 840,300 814,600 749,600 813,000 
Canada 
Alberta se Sitale Weed cals ioiel olan vie otra cetera cn ae een ener 88,700 80,500 83,500 72,400 77,900 77,600 
Quebec brush o sepane vo hce sie eed oe ec at tease a cear oe eee 77,300 64,800 72,100 63,900 62,300 69,100 
Ontario S25 Gendins eas Beene A Oe le eRe 79,100 63,100 69,700 60,900 58,600 62,700 
Nova Scotiav2s,.20 sos eiee sete eee ee eee 81,000 47,200 66,100 46,000 53,000 71,300 
British. Columbia e:. nsec eee eee 46,000 41,900 41,100 44,600 43,900 44,200 
Saskatchewan's. sce.c coe she eee 13,300 3,900 6,300 6,300 5,400 3,700 
Processed by others for Gullit). seen — _ 100 1,300 2,300 1,900 
385,400 301.400 338,900 295,400 303,400 330,500 
Europe 
Wales scsi sof rons iad ile oie reagan eras 103,000 - 72,300 52,400 49,500 45,800 66,100 
Netherlands sginis.cis hein snes oes cue ere 94,000 72,700 66,200 64,600 49,700 72,300 
Denmark 25.6 acento be ocak Ose Raion aes 85,000 62,800 67,600 74,100 70,000 88,100 
Ttalys ch Sees ln, 6 gan cee soap paler te ln tee 82,500 59,800 57,900 64,100 59,100 68,300 
Equity interest 
Frances (1.8963) anne create ccnp del cae tee vee Pena 77,200 60,200 57,500 50,800 54,000 65,000 
Spain’ (349 ison ccna ses ea ee ee 82,300 44,000 41,900 47,300 48,300 49,100 
Switzerlanda(25:90:)) mses sds el sire tence ce ene 16,500 15,500 15,500 14,600 13,700 15,200 
Processed by, others for Gulf)... eee — 17,200 10,900 20,700 35,100 38,700 
540,500 404,500 369,900 385,700 375,700 462,800 
Other Foreign 
Ecuador vrais oo.5. cation ston aes Ce ee 8,000 6,100 7,200 7,300 7,200 7,000 
Kuwalitsc ite ostrelecd Ootisk Se te Soke Sake ee ee — — — = 3,600 59,100 
Puerto RICO nee echoed aicrotetite Seen ar eee Tee 37,800 33,000 33,400 34,600 35,200 34,200 
"Tal waneiicce aia sieve ai eraatewiee ok Ge ae ae 12,700 11,600 12,400 11,300 12,100 9,600 
Venezuela csc.de os acetic arn ton een ee — — _ — 75,500 96,000 
Equity interest 
Koreas (50%) iecnneners oa PORE 132,500 128,400 111,800 100,600 89,600 82,800 
Okina war (45:96: ) erty hee sleet teers ee ee 40,200 33,000 32,800 32,000 28,600 35,200 
Processed by others:for Gulf eet eee — 3,000 18,800 15,100 20,400 20,800° 
231,200 215,100 216,400 200,900 272,200 344,700 
“POtal s8 crave vis felaicen eer ee ee 2,074,400 1,765,800 1,765,500 1,696,600 1,700,900 1,951,000 
Percent of refining capacity utilized 
United Statesst.c0 sco 363 Sea tees cane ae ae eee 92 93 92 87 93 
Canada, 4 cgihic ae i's sh Sha cette pees ee te 78 90 719 80 100 
Burope ssc Deeisrees « 15 o Se ae EE eee ee ie 69 76 70 86 
Other , Foreign? o=cce ys uate tee eo ene ee, Los een ee 92 89 89 WS) 69 


*Includes crude oil processed by the Company for its own account and for others, and by others for the Company’s account. 


Refined products sold (daily average barrels) 
United States 
Gasoline 


4 ON Od Chto 61g See ENC NOPE eRCRy MEAS RS eRe Se Da er a 483,900 469,000 479,600 467,900 476,300 
IDTISEMIEY 2 “o.<5 ulelehceoia hah ORR BOR CRE RC AERC RENC RE Rea RE Res ne a 210,000 228,400 213,500 208,700 232,300 
Resid tia leer tree tert tele tis creas tai 8 aco loverw ses tee a datbackid ee 55,200 53,900 61,500 64,000 69,200 
IRCROSENe Mere Tami eietovel eerste onc hai ciate yaile nse, nis «4 icra eves ae 45,500 42,800 41,000 39,800 47,000 
BUbTICAUNS OllsPere ts Arie eh ae sine a ok iain oe eke 12,600 12,800 10,900 10,000 13,000 
Othermanutactured Oils erie oo el nee ak ee ee 20,800 15,000 22,100 15,300 22,800 

828,000 821,900 828,600 805,700 860,600 
Canada 
GASONe MRE. Cosine yeas cog Wii nic ae Wer Grebearcidlel weed newly 115,200 114,400 106,500 105,800 108,500 
Dig hillatemerpetee se ose s moscrcit s, sicle che Gol iehieea ee chs baat 86,600 90,700 82,100 81,900 85,400 
LSS CUE 0. 6 sind le Gp eb RUSNS oT GRSES ROCCE) CRS a Ce a 40,400 48,700 38,900 42,100 41,900 
ICE OSCH CMe Ua OrE Nod Masts ere arate are Sse scieke guns cre sae aire ie gates 3,100 3,000 2,800 1,600 600 
TEU LICALTIN MOMS perrs tee ters cpates seek ole enh het gies ee eee ee ce Gomes 2,700 2,500 2,100 1,900 2,000 
@themmanufactured OllSisoy.cts vvcctas visto q<th ee. levers whee anie ane 23,600 27,100 25,600 30,200 29,900 
271,600 286,400 258,000 263,500 268,300 
Europe 
(GACCWTNS: 3's 455 series SR ONION Ie a er 66,900 63,200 59,300 60,100 52,700 
ND iStilla Lememwmyee tease seat ie cfeyeletsts, <a sia ote, Oeste che ace ate’a lard lve 139,900 133,000 128,600 134,800 113,300 
Resid tial eat paot cro clare ores Havelock a ed bein ss 86,700 87,100 89,600 85,900 96,500 
ISCLOSCLIC RPE IIe eters onc acct iwc atonarelin inicio lone wh ails ears Weed 21,000 18,200 15,300 13,000 10,700 
NEU EICAiNn LeOll Semetpe ste ce, vats else 25-5 crane Gow ens ee 6,400 6,300 6,000 3,900 7,200 
Othermranaractuned Os eesee aac caesium eee sews 17,300 17,500 20,100 22,400 17,000 
338,200 325,300 318,900 320,100 297,400 
Other Foreign 
(GAROWING: 2.5 50 30 Abb SCAT CIO EE ICC eee 20,700 23,100 21,700 29,700 29,800 
VIStil TALC Mente WOR Riel tars oie che cs ollsia 6. a/ele wispeceseierauei ely FS 39,900 38,500 30,900 33,200 37,700 
TEGHOITEAT 5.5 9 Suetoico-g.c toc Ube Bhan eRe AMC Es SIP eA 134,000 122,200 110,400 128,500 142,600 
IC LOSE TCM ERE Retort rel ert einels Gara eile tele si wis wade es 15,700 12,600 13,700 11,000 10,400 
ISOC ALIN ELON Span ts: heats Ate soenase Uae atonc Bose Aeessecaiel ave 3,900 3,200 2,600 2,600 2,400 
Ofhemmantitactured Olsens sia ciacs vielen Gn, ikea se > Sele ee iics 31,200 35,900 24,500 15,900 23,600 
245,400 235,500 203,800 220,900 246,500 
TROLE Hs ooiiem ma ieee Oo OOS Ie ee aces ce eae eee 1,683,200 1,669,100 1,609,300 1,610,200 1,672,800 
United States imports (daily average barrels) 
Crude oil from 
UNIVERSE, “4 is.0. outsity lev 825 cy RAR Ss ch oR ee 189,900 234,400 203,400 118,800 160,900 
WinitedeAtra bplsimilia teSmerse Sieroter scsic soles ci es csietevelcl olond oneal 56,100 38,900 17,900 = oe 
ILO): 6:6 6.6 wc Bib. ding Bid OAS AOR EIEEO eR Oe ene 55,700 45,200 43,700 13,800 = 
Erk CS LAMM MRREINE Rete r ee rc coe ey aaart (a ovaile:‘Sue.saUe. Saale le4s, svenues rsh aac euey e's 20,200 900 300 7,700 11,800 
INUSRTABS, « cuceo! 5 cisdctos OGRE EC SRE OEE CC nies er aa 19,500 17,900 8,400 5,400 1,400 
©) UN Cae re orice isle: Peeve kale old wlaieaws enelace acess 33,100 35,000 52,400 103,000 90,800 
PD Ota MRM ee hoe cosiata oe odessa s ata eberelciaes Hes wise 374,500 372,300 326,100 248,700 264,900 
IRETiNe CIDLOUUGESHNRIeE ter ys crstcce die sieisiais wie tra <)wie's Susisugieinsa ee sfisie alte 24,300 25,800 18,500 18,700 68,200 
Marketing retail outlets* 
United States 
Dealer creas) ons gucobdogubls Cour oD Gomou mds Dodoma ins 16,902 17,135 17,533 18,182 19,484 
(Coynpepiay Qos ooo g065 ume o DOUG nO ODUoDUbUnS doug 971 1,142 13523 1,018 443 
17,873 18,277 18,856 19,200 19,927 
(CANA A EP OA a leletaro kes icle spsje nes sien wine ee eters. eis osteie’s musi 3,178 85759 3,884 4,373 4,814 
TEKS} 8) co bc 008 doo. 6.5.0 Ole Oe CROP AIRC RCICIDIEIG GIO. OF Orci) Cie OIC eE IOI 3,998 4,019 4,055 4,081 4,234 
CDEC Ta ORCI SMe iain ciel wien Sno 0 660 05.4 Wale aiela ete alee iein save _ 302 296 283 369 376 
PD OLA MME RT ef iniscoi cls ofc. cin «eects. © elsolcusverensnaneraceliy ests 25,351 26,351 27,078 28,023 29,351 


Tankers Owned, Leased and Long-Term Chartered 
Deadweight Tons 


Ua 1 SOOO 65.500 anh dos. cSO COIN con bare Occ cd Gos boo be 27 as 33 39 46 
SOOO tho WOW con ocoodb ooo Gn Olid pricibe clown os clo Cor 22 Di, 25 21 25 
IYOCOO 10 7OWUOS sc botiooe ca DIoDG ice cron ccioto Gio crore 4 4 4 3 4 
(Cxige DOWU) o botiet beta oo 96 Gobp a ano OmIOc ooo. welopolo 16 16 14 15 13 
69 76 76 78 88 

Thousands of Deadweight Tons 
Ownieal evel luce) 6 ese yeaonuorenecnes boo uuOOG OOD nO 5,593 Saf SIS 4,783 4,655 4,341 
Wong-Term Chartered .........-.ccceceveenccecscesracs 2,815 3,067 3,385 3,487 3,842 
8,408 8,822 8,168 8,142 8,183 
a ee ee eee ere eee 


*Excludes equity interest retail outlets. 
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